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Who killed the newspaper?

The most useful bit of the media is disappearing. A cause for concern, butnot for panic

¢¢A GOOD newspaper, I sup-
pose, is a nation talking to
itself,” mused Arthur Miller in
1961. A decade later, two report-
ers from the Washington Post
wrote a series of articles that
brought down President Nixon
RS :" - and the status of print journal-
ism soared. At the1r best newspapers hold governments and
companies to account. They usually set the news agenda for
the rest of the media. But in the rich world newspapers are
now an endangered species. The business of selling words to
readers and selling readers to advertisers, which has sustained
their role in society, is falling apart (see pages 52-54).

Of all the “old” media, newspapers have the most to lose
from the internet. Circulation has been falling in America,
western Europe, Latin America, Australia and New Zealand
for decades (elsewhere, sales are rising). But in the past few
years the web has hastened the decline. In his book “The Van-
ishing Newspaper”, Philip Meyer calculates that the first quar-
ter of 2043 will be the moment when newsprint dies in Amer-
ica as the last exhausted reader tosses aside the last crumpled
edition. That sort of extrapolation would have produced a
harrumph from a Beaverbrook or a Hearst, but even the most
cynical news baron could not dismiss the way that ever more
young people are getting their news online. Britons aged be-
tween 15 and 24 say they spend almost 30% less time reading
national newspapers once they start using the web.

Up to a podcast, Lord Copper?

Advertising is following readers out of the door. The rush is al-
most unseemly, largely because the internet is a seductive me-
dium that supposedly matches buyers with sellers and proves
to advertisers that their money is well spent. Classified ads, in
particular, are quickly shifting online. Rupert Murdoch, the
Beaverbrook of our age, once described them asthe industry's
rivers of gold—but, as he said last year, “Sometimes rivers drv
up.”In Switzerland and the Netherlands newspapers have lost
half their classified advertising to the internet.

Newspapers have not yet started to shut down in large
numbers, but it is only a matter of time. Over the next few de-
cadeshalf therich world’s general papersmay fold. Jobs are al-
ready disappearing. According to the Newspaper Asscciation
of America, the number of people employed in the industry
fell by 18% between 1990 and 2004. Tumbling shares of listed
newspaper firms have prompted fury from investors. In 2005
agroup of shareholders in Knight Ridder, the owner of several
big American dailies, got the firm to sell its papers and thus
end a 114-year history. This year Morgan Stanley, an invest-
ment bank, attacked the New York Times Company, the most
august journalistic institution of all, because its share price
had fallen by nearly half in four years.

Having ignored reality for years, newspapers are at last do-
ing something. In order to cut costs, they are already spending
less on journalism. Many are also trying to attract younger
readers by shifting the mix of their stories towards entertain-

ment, lifestyle and subjects that may seem more relevant to
people’s daily lives than international affairs and politics are.
They are trying to create new businesses on- and offline. And
they are investing in free daily papers, which do not use up
any of their meagre editorial resources on uncovering political
corruption or corporate fraud. So far, this fit of activity looks
unlikely to save many of them. Even if it does, it bodes ill for
the public role of the Fourth Estate.

Getting away with murder

In future, as newspapers fade and change, will politicians
therefore burgle their opponents’ offices with impunity, and
corporate villains whoop as they trample over their victims?
Journalism schools and think-tanks, especially in America,
are worried about the effect of a crumbling Fourth Estate. Are
today’s news organisations “up to the task of sustaining the in-
formed citizenry on which democracy depends?” asked a re-
cent report about newspapers from the Carnegie Corporation
of New York, a charitable research foundation.

Nobody should relish the demise of once-great titles. But
the decline of newspapers will not be as harmful to society as
some fear. Democracy, remember, has already survived the
huge television-led decline in circulation since the 1950s. It has
survived as readers have shunned papers and papers have
shunned what was in stuffier times thought of as serious
news. And it will surely survive the decline to come.

That is partly because a few titles that invest in the kind of
investigative stories which often benefit society the most are
inagood positionto survive, aslong as their owners doa com-
petent job of adjusting to changing circumstances. Publica-
tions like the New York Times and the Wall Street Journal
should be able to put up the price of their journalism to com-
pensate for advertising revenues lost to the internet—espe-
cially as they cater to a more global readership. As with many
industries, itis those in the middle—neither highbrow, nor en-
tertainingly populist—that are likeliest to fall by the wayside.

The usefulness of the press goes much wider than investi-
gating abuses or even spreading general news; it lies in hold-
ing governments to account—trying them in the court of pub-
lic opinion. The internet has expanded this court. Anyone
looking for information has never been better equipped. Peo-
ple no longer have to trust a handful of national papers or,
worse, their local city paper. News-aggregation sites such as
Google News draw together sources from around the world.
The website of Britain’s Guardian now has nearly half as
many readersin America asit does athome.

In addition, a new force of “citizen” journalists and blog-
gers is itching to hold politicians to account. The web has
opened the closed world of professional editors and reporters
to anyone with a keyboard and an internet connection. Sev-
eral companies have been chastened by amateur postings—of
flames erupting from Dell’s laptops or of cable-Tv repairmen
asleep on the sofa. Each blogger is capable of bias and slander,
but, taken as a group, bloggers offer the searcher after truth
boundless material to chew over. Of course. the internet pan-
ders to closed minds; but so has much of the press.
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»  For hard-news reporting—as opposed to comment—the re-
sults of net journalism have admittedly been limited. Most
bloggers operate from their armchairs, not the frontline, and
citizen journalists tend to stick to local matters. But it is still
early days. New online models will spring up as papersretreat.
One non-profit group, New Assignment.Net, plans to combine
the work of amateurs and professionals to produce investiga-
tive stories on the internet. Aptly, $10,000 of cash for the pro-
ject has come from Craig Newmark, of Craigslist, a group of
free classified-advertisement websites that has probably done

. The Econamist August 26th 2006

more than anything to destroy newspapers’ income.

In future, argues Carnegie, some high-quality journalism
will also be backed by non-profit organisations. Already, a few
respected news organisations sustain themselves that way—
including the Guardian, the Christian Science Monitor and Na-
tional Public Radio. An elite group of serious newspapers
available everywhere online, independentjournalism backed
by charities, thousands of fired-up bloggers and well-
informed citizen journalists: there is every sign that Arthur
Miller's national conversation will be louder than ever. &

Iran’s nuclear ambitions

When the spinning has to stop

If Iran won’t end enrichment, sanctions should follow

VEN after the ferocious fight-
ing performance of its Hiz-
bullah ally against Israel, Iran is
unloved in much of the Middle
East. But its influence is on the
rise. And it seems determined
that the influence will in future
& be nuclear-powered. While of-
fering Amerlca Britain, France, Germany, Russia and China
“serious talks”—the six were this week studying its 21-page re-
ply to their June proposals for ending the nuclear stand-off—
Iran blows raspberry after raspberry at the International
Atomic Energy Agency (1AEA), which serves as the United Na-
tions nuclear guardian, and at the UN Security Council.

The council demanded last month that Iran should stop its
uranium enrichment and work related to plutonium produc-
tion by August 31st, or face sanctions. Iran has refused. But it
has a suggestion: if it is ready for talks, why not put off sanc-
tions and see what talks might achieve, even if some enrich-
ment work continues? Iran is hoping that Russia and China,
which have protected it in the past, will argue for the council’s
end-of-month deadline to be postponed (see page 35). The
council should resist this pitch. It was right to draw the line
against enrichment, and should stick toits timetable.

Keeping the lights on, or making abomb

Iran dismisses last month’s UN resolution as “illegal”. claim-
ing that it has an “inalienable right” under the Nuclear Non-
Proliferation Treaty (NpT) to peaceful nuclear technology—and
keeping thelights on, it claims, is all it intends. The effort to pre-
vent it making uranium and plutonium, it insists, is just a das-
tardly Western plot to block developing countries’ accessto ad-
vanced technology.

The facts of the case are rather different. Although both ma-
terials can be used in generating civilian nuclear power, they
can also be abused for making bombs. The NeT lets signa-
tories enjoy the benefits of civilian nuclear technology, but
only provided they observe its ban on seeking nuclear weap-
ons and put their nuclear activities under 1aEA safeguards. For
18 years until 2003 Iran lied to inspectorsin order to cover upil-
licit nuclear experiments. Some fibs have continued. Despite
more than three years of investigation, inspectors believe Iran
is still withholding crucial information about how much en-
richment equipment it bought on the nuclear black market

and whatithas done withit. The TAEA’s 35-nation board even-
tually had no choice but to find Iran in non-compliance with
its safeguards agreement and to send its case to the Security
Council, hoping for un backing in winkling out the facts.

Iran rejected the council’s first polite request to suspend its
troubling enrichment activities until the inspectors’ work was
completed. So last month the council voted to demand that
Iran comply, threatening sanctions if it refused. That resolu-
tion had the backing not just of America and its European al-
lies on the council, but of veto-capable Russia and China too.

Drawing the line

And the reason so many countries appear to be “ganging up”
on Iran? It is not just its years of safeguards-abuse, but the na-
ture of some of the experiments it concealed, which have little
point exceptas part of a bomb-building effort. There have also
been indications of direct military involvement in Iran’s nu-
clear dabbling, and of design work on missile cones capable
of carrying a nuclear warhead. The best way for Iran to refute
these allegations and build confidence in its professed peace-
fulintent would be to suspend itsenrichment work and co-op-
erate as fully as possible with the 1AEA’s inspectors. Instead, it
has done the opposite: as their questions have become more
pointed, Iran has redoubled its enrichment efforts and re-
stricted the inspectors’ work.

The demand for a suspension of enrichmentwork is notan
attempt at the nuclear mugging of Iran. The proposals put to
Iran in June by the Americans, Europeans, Russians and Chi-
nese include, along with trade and political talks, the offer to
co-operate in other advanced nuclear technologies, including
building reactors for power generation, and assurances of fuel
supplies to keep them going—enabling Iran to gain all the
benefits of civilian nuclear technology at far less cost than en-
riching on regardless. Nor does the package rule out a return to
enrichment by Iran some day, though only when the 1aEA
and everyone else can be confident it really is keeping its
promises not to pursue military nuclear work.

Given Iran’s past nuclear record and the suspicions about
its future intentions, the condition for further talks on the in-
centives on offer has to be an end to enrichment now. Letting
Iran spin out talks, while it continues to learn how to spin cen-
trifuges that could one day produce the fissile material for a
bomb, would be folly. If Iran goes on enriching beyond the
council’s deadline, sanctions must follow. =




& Special report The newspaper industry

More media, less news

Newspapers are making progress with the internet, but most are still too timid,

defensive or high-minded

HE first thing to greet a visitor to the

Oslo headquarters of Schibsted, a Nor-
wegian newspaper firm, is its original,
hand-operated printing press from 1856,
now so clean and polished it looks more
like a sculpture than a machine. Christian
Schibsted, the firm’s founder, bought it to
print someone else’s newspaper, but
when the contract moved elsewhere he
decided to start his own. Although
Schibsted gives pride of place to its antique
machinery, the company is in fact running
away from its printed past as fast as it can.
Having made a loss five years ago,
Schibsted’s activities on the internet con-
tributed 35% of last year's operating profits.

News of Schibsted’s success online has
spread far in the newspaper industry. Ev-
ery year, says Sverre Munck, the executive
vice-president of its international busi-
ness, Schibsted has to turn away delega-
tions of foreign newspaper bosses secking
to find outhow the Norwegians have done
it. “Otherwise we’d get several visits every
month,” he says. The company has usedits
established newspaper brands to build
websites that rank first and second in
Scandinavia for visitors. It has also created
new internet businesses such as Sesam, a

search engine that competes with Google,
and FINN.no, a portal for classified ad-
vertising. As a result, 2005 was the com-
pany’s best ever for revenues and profits.

Unfortunately for the newspaper in-
dustry, Schibsted is a rare exception. For
most newspaper companies in the de-
veloped world, 2005 was miserable. They
still earn almost all of their profits from
print,whichisin decline. As people look to
the internet for news and young people
turn away from papers, paid-for circula-
tions are falling year after year. Papers are
also losing their share of advertising
spending. Classified advertising is quickly
moving online. Jim Chisholm, of iMedia, a
joint-venture consultancy with IFRA, a
newspaper trade association, predicts that
a quarter of print classified ads will be lost
to digital media in the next ten years. Over-
all, says iMedia, newspapers claimed 36%
of total global advertising in 1995 and 30%
in 2005. It reckons they will lose another
five percentage points by 2015.

Even the most confident of newspaper
bosses now agree that they will survive in
the long term only if, like Schibsted, they
can reinvent themselves on the internet
and on other new-media platforms such
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as mobile phones and portable electronic
devices. Most have been slow to grasp the
changes affecting their industry—“remark-
ably, unaccountably complacent,” as Ru-
pert Murdoch put it in a speech last year—
but now they are making a big push to
catch up. Internet advertising is growing
rapidly for many and is beginning to offset
some of the decline in print.

Newspapers’ complacency is perhaps
not as remarkable as Mr Murdoch sug-
gested. In many developed countries their
owners have for decades enjoyed near
monopolies, fat profit margins, and re-
turns on capital above those of other
industries. In the past, newspaper compa-
nies saw little need to experiment or to
change and spent little or nothing on re-
search and development.

Set in print

At first, from the late 1990s until around
2002, newspaper companies simply repli-
cated their print editions online. Yet the in-
ternet offers so many specialised sources
of information- and entertainment that
readers can pick exactly what they want
from different websites. As a result, people
visited newspaper sites infrequently,
looked at a few pages and then vanished
off to someone else’s website.

Another early mistake was for papers
to save their best journalists for print. This
meant that the quality of new online edi-
tions was often poor. Websites hired youn-
ger, cheaper staff. The brand’s prestige
stayed with the old medium, which en-
couraged print journalists to defend their
turf. Still today at La Stampa, an Italian »*




¢ daily paper owned by the Fiat Group, says
Anna Masera, the paper’s internet chief,
print journalists hesitate to give her their
stories for fear that the website will canni-
balise the newspaper.

For the past couple of years, however,
newspapers have been thinking more
boldly about what to do on the internet. At
its most basic, that meansreporting stories
using cameras and microphones as well as
print. The results can be encouraging.
America’s Academy of Television Arts &
Sciences has introduced a new Emmy
award for news and documentaries on the
internet, mobile phones and personal me-
dia players. Five of the seven nominations
for this September have gone to reports by
nytimes.com and washingtonpost.com.

It also means being more imaginative.
In thelate 1990s, the early years of the Wall
Street Journal's website, one of the paper’s
journalists came up with the novel idea of
posting online a 573-page document that
backed up an article. “It wasn’t the most
compelling content,” remembers Neil
Budde, its founding editor and now gen-
eral manager of news at Yahoo!, an in-
ternet portal. Butit was a start. Now news-
papers have a better idea of what works
online. This is not always traditional jour-
nalism as taught in journalism school.
Brian Tierney, who became owner of the
Philadelphia Inquirer after Knight Ridder
solditlastyear, noticed thata popularitem
on the paper’s website has been a video of
Mentos mints causing a 2-litre bottle of
Diet Coke to explode into the air. “We
should do more of that,” he says.

More newspaper companies are likely
to treat their websites as a priority these
days. “Before, newspapers used their sec-
ond- and third-rate journalists for the in-
ternet,” says Edward Roussel, online edito-
rial director at Britain’s Telegraph Group,
“but now we know we've got to use our
very best” Many companies are putting
printjournalistsin the same room as those
who work online, so that print writers are
working for the website and vice versa.
Some insist that this is a mistake. “It is com-
pletely wrong not to separate web and pa-
per operations,” says Oscar Bronner, pub-
lisher of Der Standard, a daily paper in
Austria. Print journalists don’t have time to
reflect and analyse properly if they also
have to work for the website, he argues.

Running to stand still

How impressive are the results of these on-
line experiments? At lots of newspaper
companies, internetadvertising is growing
by atleast 30% a year, and often more. At la
Repubblicain Italy, for instance, the paper’s
website gets about 1m visitors a day,
nearly double the circulation of the
printed paper. The value of online ads
grew by 70% in the first half of 2006. For
the first three months of 2006, the News-
paper Association of America announced

that advertising for all the country's news-
paper websites grew by 35% from the same
period in 2005, to a total of $613m. But to
put that in perspective, print and online
ads together grew by only 1.8%, to $11 bil-
lion, because print advertising was flat. At
almost all newspapers the internet brings
in less than a tenth of revenues and profits.
At this point, says Mr Chisholm, “newspa-
pers are halfway to realising an audience
on the internet and about a tenth of the
way to building a business online.”

The big problem is that readers online
bring in nowhere near the revenues that
print readers do. All but a handful of pa-
pers offer their content free online, so they
immediately surrender the cover price of a
print copy. People look at fewer pages on-
line than they do in print, which makes
web editions less valuable to advertisers.
Gavin O'Reilly, president of the World
Association of Newspapers in Paris, says
that print readers are much more valuable
than online readers, who use newspaper
websites in a “haphazard and fragmented
way”. Vin Crosbie, of Digital Deliverance,
a consulting firm, recently estimated that
newspapers need between 20 and 100

readers online to make up for losing just
one print reader. Many newspaper bosses
would say this is too pessimistic: one Brit-
ish paper, for instance, reckons that one
print reader is worth ten online. But even
thatis a daunting multiple.

Newspapers today concentrate on only
two parts of the market for internet ad-
vertising. They earn little or nothing from
internet search, which is bigger than either
display or classified ads. Especially in
America, newspapers rely heavily on clas-
sified ads online and have fewer display
ads, says Mr Crosbie. Elsewhere, the pat-
tern may be reversed, but newspapers still
lack a broad base of internet-advertising
revenue; for instance, Juan Luis Cebridn,
chief executive of Grupo PRISA, the owner

of El Pais, says the Spanish newspaper is
enjoying strong growth in display ad-
vertising, buthas few online classified ads.

On the other hand, newspapers’ web-
sites have higher profit margins than print
does, because they have no newsprint or
distribution to pay for. The Wall Street Jour-
nalis one of the few papers that charges for
its content online. Others may follow suit,
especially if growth in advertising slows.
The online business model is still in flux,
argues Richard Zannino, chief executive of
Dow Jones & Company, publisher of the
Wall Street Journal. The average price of ad
space in the printed paper is now only
three times higher than on Wall StreetJour-
nal Online, says Mr Zannino, compared
with six to seven times for the industry asa
whole in America. He expects the relative
price of an internet ad torise.

The secret of making money online, ac-
cording to Schibsted, is not to rely on news
aggregators like Google News and Yahoo!.
Three-quarters of traffic to the websites for
Schibsted’s VG and Afionbladet comes
through their own home pages and only a
quarter from other websites. “If visitors
come from Google to stories deep in the

paper and then leave,” explains Mr
Munck, “Google gets the dollars and we
get only cents, but if we can bring them in
through the front page we can charge
€19,000 [$25,000] for a 24-hour banner
ad.” In spite of this, most newspapers still
depend on news aggregators.

The danger for newspapers is that all
their efforts on the internet may only slow
their decline. Doing the obvious—having
excellent websites and selling ad space on
them—may not be enough. The papers
with the best chance of seeing their reve-
nues grow are those experimenting with
entirely new businesses online and off.

Some are launching profitable new
ventures that are only indirectly related to
journalism. Schibsted, for instance, has




v started an online slimming club, called
Viktklubben.se, using its Aftonbladet
newspaper brand. Viktklubben.se charges
its 54,000 members €50 each every three
mornths. The Telegraph Group in Britain
uses the Daily Telegraph to sell readers
everything from goose-down pillows to
Valentine’s Day topiary baskets to insur-
ance. The division now contributes close
to a third of the firm’s total profits, accord-
ingto an executive atthe company. “News-
papers will have to get into new busi-
nesses and extract more value from their
audience,” says Paul Zwillenberg, global
head of media and entertainment at
OC8&c Strategy Consultants in London. Ex-
amples like these are fairly rare, though.
Most newspaper companies still insist that
producing high-quality journalism and
distributing it in new ways will be enough
to keep them growing.

It's the journalism, stupid

Consultants advising newspaper groups
argue that they need to adjust their output.
Research into the tastes of mainstream
newspaper readers has long shown that
people like short stories and news that is
relevant to them: local reporting, sports,
entertainment, weather and traffic. On the
internet, especially, says Mr Chisholm,
they are looking to enhance their way of
life. Long pieces about foreign affairs are
low on readers’ priorities—the more so
now that the internet enables people to
scan international news headlines in mo-
ments. Coverage of national and interna-
tional news is in any case a commodity of-
ten almost indistinguishable from one
newspaper to the next. This impression is
exacerbated as papers seek to save money
by sacking reporters and taking copy from
agencies such as Reuters. “Our research
shows that people are looking for more
utility from newspapers,” says Sammy Pa-
pert, chief executive of Belden Associates,
a firm that specialises in research for
American newspapers. People want their
paper to tell them how to get richer, and
what they might doin the evening.

Few newspaper companies like to hear
this and they tend to ignore the research
they have paid for. Most journalists, after
all, would rather cover Afghanistan than
personal finance. But some are starting to
listen. Gannett, the world’s biggest news-
paper group, is trying to make its journal-
ism morelocal. Ithas invested in“mojos™—
mobile journalists with wireless laptops
who permanently work out of the office
encamped in community hubs. Morris
Communications, based in Augusta, Geor-
gia, recently launched a new home-de-
livered free paper for Bluffton, a fast-grow-
ing area of Beaufort, South Carolina, called
Bluffton Today, with a page of national
news, one of international and the rest
“hyper-local”. Its website has pictures and
blogs from readers and detailed commu-

nity information. “Back in the 1940s and
1950s papersused to be full of what we call
‘chicken-dinner news'—the speakers at
civic clubs and whose daughter won a
blueribbon in canoeing,” says Will Morris,
the firm'’s president. “But then newspapers
started to lose touch with their readers.”
The more adventurous newspaper
companies, like Morris Communications,
are showing themselves willing to em-
brace content and opinions from readers.
Rather like OhmyNews, a Korean “citizen-
journalism” operation that many people
think heralds the future for news-gather-
ing, Schibsted exhorts its readers to send
information and photographs. When a
mentally disturbed man ran amok and
~killed people on a tram in Oslo in 2004, it
was a reader with a mobile-phone camera
who sent VG its front-page picture of the
arrest. At Zero Hora, a Brazilian paper
owned by rBS Group, the circulation de-
partment asks 120 readers what they think
of the paper every day and Marcelo Rech,
the editor, receives a report at ipm. “They
usually want more of our supplements on
cooking and houses and less of Hizbullah
and earthquakes,” says Mr Rech.

Still more changes to the content and
form of newspapers are likely as business-
people gain power at newspaper firms.
“You won't be able to have many sacred
cows...Newspaper companies will have
to become more commercial,” says Henrik
Poppe, a partner in McKinsey. Some lead-
ing titles, including the Wall Street Journal,
have recently decided to put advertise-
ments on the front page for the first time.
For the moment, the trend towards greater
commercialism is most evident in Amer-
ica, but is likely to spread eisewhere as
newspaper companies struggle finan-
cially. At the Philadelphia Inquirer, Mr Tier-
ney, a former advertising executive,
shocked people by announcing that he
would bring in an advertising petson to re-
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design the paper—traditionally a task
strictly for editorial. In future, businesspe-
ople are likely to insist that newspapers
adopt practices that are already standard
in other industries. Mr Tierney, for in-
stance, says it is unreasonable to expect ev-
eryone from the age of 18 to 88 to buy the
same product. The industry needs to sell
papers for different age and demographic
groups, he says.

The most shocking development for
traditional newspapers has been the wild
success of free dailies, which like the in-
ternet have proved enormously popular
with young people. Roughly 28m copies of
free newspapers are now printed daily, ac-
cording to Metro International, a Swedish
firm that pioneered them in 1995. In mar-
kets where they are published, they ac-
count for 8% of daily circulation on aver-
age, according to iMedia. That share is
rising. In Europe they make up 16% of daily
circulation. Metro calculates that it spends
half the proportion of its total costs on edi-
torial that paid-for papers do. In practice
that means a freesheet with a circulation
of about 100,000 employing 20 journal-
ists, whereas a paid-for paper would have
around 180. Metro’s papers reach young,
affluent readers and are even able to
charge a premium for advertising in some
markets compared with paid-for papers.

“The biggest enemy of paid-for news-
papers is time,” says Pelle Tornberg,
Metro’s chief executive. Mr Tornberg says
the only way that paid-for papers will
prosper is by becoming more specialised,
raising their prices and investing in better
editorial. People read freesheets in their
millions, on the other hand, because Metro
and others reach them on their journey to
work, when they have time to read, and
spare them the hassle of having to hand
over change to a newsagent.

Some traditional newspaper firms dis-
miss free papers, saying they are not profit-
able. Carlo De Benedetti, chairman of
Gruppo Editoriale L’Espresso, publisher of
la Repubblica, for instance, says that Metro
loses money in Italy and that other free-
sheets are struggling. Globally, however,
Metro hasjust become profitable.

Consuitants say that lots of traditional
newspaper companies are planning to
hold their noses and launch free dailies. In
France, for instance, Le Monde is planning
a new free daily, and Mr Murdoch’s News
International is preparing a new free after-
noon paper for London, to be launched
next month. Deciding whether or not to
start a freesheet, indeed, perfectly encap-
sulates the unpalatable choice that faces
the paid-for newspaper industry today as
it attempts to find a future for itself. Over
the next few vears it must decide whether
10 compromise on its notion of “fine jour-
nalism” and take a more innovative, more
businesslike approach—or risk becoming a
beautiful old museum piece. &
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The Early Days at YouTube

Watch the founders discuss the
uncertain future of their then new site
in a humorous video from May 2005
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lranian President

] Mahmoud Ahmadinejad

i isn't usually at a loss for
words, and his interview
with TIME correspondent
Scott MaclLeod was no
exception. Go to
thme.com/ahm
to read the full
transcript
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PERSON OF THE YEAR

THE “GREAT MAN” THEORY OF HISTORY IS
usually attributed to the Scottish philosopher
Thomas Carlyle, who wrote that “the history
of the world is but the biography of great
men.” He believed that it is the few, the
powertul and the famous who shape our
collective destiny as a species. That theory
took a serious beating this year.

To be sure, there are individuals we could blame for the
many painful and disturbing things that happened in 2006.
The conflict in Iraq only got bloodier and more entrenched.
A vicious skirmish erupted between Israel and Lebanon. A
war dragged on in Sudan. A tin-pot dictator in North Korea
got the Bomb, and the President of Iran wants to go nuclear
too. Meanwhile nobody fixed global warming, and Sony
didn’t make enough PlayStation3s.

But look at 2006 through a different lens and you’ll see
another story, one that isn’t about conflict or great men. It’s
a story about community and collaboration on a scale never
seen before. It’s about the cosmic compendium of knowledge
Wikipedia and the million-channel people’s network You-
Tube and the online metropolis MySpace. It’s about the
many wresting power from the few and helping one another
for nothing and how that will not only change the world, but
also change the way the world changes.

The tool that makes this possible is the World Wide
Web. Not the Web that Tim Berners-Lee hacked together
(15 years ago, according to Wikipedia) as a way for scien-
tists to share research. It’s not even the overhyped dotcom
Web of the late 1990s. The new Web is a very different
thing. It’s a tool for bringing together the small contribu-
tions of millions of people and making them matter. Silicon
Valley consultants call it Web 2.0, as if it were a new

version of some old software. But it’s really a revolution.

And we are so ready for it. We're ready to balance our diet
of predigested news with raw feeds from Baghdad and Boston
and Beijing. You can learn more about how Americans live
just by looking at the backgrounds of YouTube videos—those
rumpled bedrooms and toy-strewn basement rec rooms—than
you could from 1,000 hours of network television.

And we didn’t just watch, we also worked. Like crazy. We
made Facebook profiles and Second Life avatars and reviewed
books at Amazon and recorded podcasts. We blogged about our
candidates losing and wrote songs about getting dumped. We
camcordered bombing runs and built open-source software.

America loves its solitary geniuses—its Einsteins, its Edisons,
its Jobses—but those lonely dreamers may have to learn to play
with others. Car companies are running open design contests.
Reuters is carrying blog postings alongside its regular news feed.
Microsoft is working overtime to fend off user-created Linux.
We're looking at an explosion of productivity and innovation, and
it’s just getting started, as millions of minds that would otherwise
have drowned in obscurity get backhauled into the global intel-
lectual economy.

Who are these people? Seriously, who actually sits down
after a long day at work and says, I'm not going to watch Lost
tonight. I'm going to turn on my computer and make a movie
starring my pet iguana? I'm going to mash up 50 Cent’s vocals
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with Queen’s instrumentals? I'm going to blog about my
state of mind or the state of the nation or the steak-frites at
the new bistro down the street? Who has that time and that
energy and that passion?

The answer is, you do. And for seizing the reins of the
global media, for founding and framing the new digital
democracy, for working for nothing and beating the pros at
their own game, TIME’s Person of the Year for 2006 is you.

Sure, it’s a mistake to romanticize all this any more than is
strictly necessary. Web 2.0 harnesses the stupidity of crowds
as well as its wisdom. Some of the comments on YouTube
make you weep for the future of humanity just for the spelling

alone, never mind the obscenity and the naked hatred.

But that’s what makes all this ipteresting. Web 2.0 is a
massive social experiment, and like any experiment worth
trying, it could fail. There’s no road map for how an organism
that’s not a bacterium lives and works together on this planet
in numbers in excess of 6 billion. But 2006 gave us some
ideas. This is an opportunity to build a new kind of internation-
al understanding, not politician to politician, great man to
great man, but citizen to citizen, person to person. It's a
chance for people to look at a computer screen and really,
genuinely wonder who’s out there looking back at them. Go on.
Tell us you’re not just a little bit curious. —By Lev Grossman
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PERBON OF ThRE YEAR

' POWERTO
 THE PEOPL

You control the media now, and the world will
never be the same. Meet the citizens of the
new digital democracy By Lev Grossman

Leila The Real Lonelygiri

ONELYGIRL15 IS ONE OF THE MOST
viewed YouTube users of all time. She’s
young and pretty, with a complicated and
absolutely compelling personal life. She’s
also a work of fiction—lonelygirl15 was
created by two professional screenwriters
and an actress from New Zealand, of all
places. Well—to paraphrase Woody
Allen—you can’t have everything.

But that doesn’t mean there aren’t real
lonelygirls out there. Take Leila. She’s 20 and lives

——— in Maryland, where she’s studying to be a social
bona eyl worker. Her personal life really is complicated.
closeuplnto bed: Online she describes her ethnicity as Middle

home, Satch up with Eastern—she’s half Lebanese—and her religion as
vame: pppBane Muslim. She struggles with depression and her
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crush on the guy atthe 7-Eleven.
You know—complicated.

Like lonclygirll5, Leila—she
doesn’t give out her last name—is
a video blogger. Leila has posted
49 videos on YouTube under the
user name pppppanic (that’s five
ps). She speaks directly into her
webcam about her life, her opin-
ions, her shifting moods, what she
did that day. She saysum and ah a
lot. She has been known to drink
and blog. Sometimes she doesn’t
speak atall, just runs words across
the screen while melancholy
singer-songwriter stuff plays in
the background.

Thisisn’t what YouTube was
designed for—to be the public video
diary of a generation of teens and
twentysomethings. But sometimes

the best inventions are the ones
people find their own uses for. “You
have people from all walks of life
wanting to share a piece of their life
withyou,” Leila says. “The feeling
of togetherness is unbeatable. It'sa
beautiful thing”

There’s certainly a narcissistic
quality to video blogging—who
doesn’tlove talking about him- or
herselfP—but the interest that
bloggers take in their own lives is
matched by their fascination with
one another’s. Leila no longer even
bothers with TV. “I think people are
bored with the mainstream media.
I've been so caught up in watching
other people’s videos. I find itmore
entertaining. Much more real than
the run-of-the-mill ‘reality’ show.”
Of course, in the post-lonelygirll5
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era, there’s always that question
mark: How authentic are these
faces on the computer screen? “1
guess that’s the only flaw;” says
Leila. “You can never really know
the whole side of the story. You just
get bits and pieces. You have to put
blind faith in who the personis”

L.ane Hudson

The Washington
Whistle-Blogger

LANE HUDSON FIRST MET FORMER
Florida Representative Mark
Foley in a Washington bar in1995.
According to Hudson, Foley hit on
him, unsuccessfully. He “made
everyone, gay and straight, un-
comfortable with his sexual ad-
vances,” Hudson says. “Mark
Foley’s sleazy behavior was the
warst-kept secret in Washington.”
In adifferent world, aless wired
world, that would have been the
end of the story.

Fast-forward a decade. On
Sept. 24, 2006, Hudson posted on
his blog Stop Sex Predators some
amorous e-mails that Foley had
sent to a congressional page. Other
bloggers linked to them; soon the
news networks were covering it,
and some incriminating instant
messages surfaced. Five days later
Hudson was standing in line at
Ronald Reagan Washington Na-
tional Airport when his cell phone
and his BlackBerry went crazy.
Mark Foley had resigned from
Congress and dropped out of his re-
election campaign. “My heart
stopped,” Hudson says. “I thought,
Oh, my God, what have I gotten
myself into?”

Now 29, Hudson is no political
outsider. Alifelong Democrat from
Charleston, S.C., he has worked for
quite a few politicians, including
John Kerryin his 2004 campaign.
His feelings about what happened
are complicated. “How can Inotbe
so excited abouthow this turned the
midterm elections?” says Hudson.
He sayshe’s surprised by the furor
he started, although he has bcen
around long enough to see the judo-
like power even a tiny blog can have
overa towering public figure—
Trent Lottin 2002, for example, or
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Dan Rather in 2004, “Gotcha” mo-
mentslike the Foley affair suggest
the power of citizen journalists to
root out hypocrisy in public life—
Hudson isn’t slow to pointout that
Foley chaired the Congressional
Missing and Exploited Children
Caucus—butalso to create a kind of
pseudo-Orwellian atmosphere of
universal scrutiny. “The magnifying
glassover people in publiclife is
getting bigger and bigger, he says.
“Politicians have got to start being
themselves from the beginning,
then they won't screw up so much.
Stop pretending.”

Hudson has become something
of a celebrity in the Washington gay
community, but the Foley affair
hasn’t exactly jump-started his ca-
reer. He wouldlove toend up asa
political consultant or a political
commentator. For now, he’s started
upanew blog called News for the
Left. “Everyone told me, ‘Oh, you're
going to have so many opportuni-
ties now; ”he says. “ ‘Everyone is
going to offer you a job. Well, noth-
ing has materialized yet” Ifhe
sounds a little bitter, it’s under-
standable. He lost his old job, with
the Human Rights Campaign,
when it came out that he had used
company resources to blog about
Foley. “Ilike to tell people that 'm
the only person fired over this
whole scandal,” he says, “and I'm
the person who told the truth.”

Ali Khurshid

“The Eyels
Supreme”

THERE AREN'TTHAT MANY DIGITAL
cameras floating around Karachi,
Pakistan. Or computers, for that
matter. Ali Khurshid started taking
pictures with a disposable Kodak
his parents gave him when he was
8.Since then he has graduated to
fancy digital gear, but he hashung
on to his low-tech attitude. “Ilove
how the best pictures are usually
taken with Holgas and other toy
cameras,” he says. “It just confirms
my belief that the eye is supreme in
taking a brilliant photo. The camera
issecondary”

Khurshid, now 22, is an artist
in a country that’s known mostly, in

the West atleast, for its politics. He
takes pictures “to make sure Paki-
stan'sreal beauty was put through,”
he says. “Not just the Pakistan that
is shown in the media, always the
center of attention for all the wrong
reasons.” Fortunately for Khurshid,
helivesat a time when a solo
shutterbug can have the same
reach as a staff photographer at the
New York Times.

Last year Khurshid began up-
loading his pictures to Flickr, a
website where anyone can post his
photos, view another’s and swap
comments and critiques. In all, there
are more than 320 million photos on
Fliekr right now, about 200 of which
are Khurshid’s. He’s a shy, polite
man, but Khurshid is more than
willing to wax romantic about the
unifying, globalizing greatness of the
Flickr community. “Tlove the world
coming together in one place and
just sharing all that’s init,” he says. “I
feel like I get to see the world like it
really, truly is. Not by stereotyping a
people or a country”

Even more than blogs or video-
sharing sites, Flickr has the power
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to forge international bonds be-
cause it works in an entirely non-
verbal medium. In fact, it works al-
most too well. Lavannya Goradia, a
heavy Flickr user in Bangalore, In-
dia, finds it tobe a bit of a lovefest.
“I'suppose it’sa need to pateach
other’s backs, but that will always
happen on a public forum,” she says
with asigh. “I am still waiting for a
day when I will get constructive
criticism from someone here” As
for Khurshid, he judges a picture’s
quality by its use of light and its
spontaneity—“by the fact that one
moment later it would have all
gone;” he says. “If someone can
turn the ordinary into a dream, that
person to me isa genius.”

Megan Gilt

Generation
Network

WHEN MEGAN GILL BROKE UP WITH
her boyfriend in November, it
wasn’t easy, but she gritted her
teeth and did the inevitable: she
changed her relationship status on

Asnateur photogra-
pher Khurshid snans
Clifion Beach at

low tide in Karachi,
Pakistan. See
Khurshid’s portiofio
at flickr.com/photos/
alifthurshid




Gilt with 2 few of her
708 Facebook
pals—one of whom
she'd never miet in
person before—at
her Portland, Sre.,
wome. Wan to meet
Wegan on Facebook?
First you have to
make frends with her
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her Facebookpage. “T knew there
would be a flurry of annoying ques-
tions about what happened that I
didn’t want to answer,” she says.
“But it was the fastest way for it to
be over and done with. Besides, if
these people are supposed to be
your friends, and care about you,
then why keep ita secret?”

Gill, 22, a senior at the Univer-
sity of Portland, hasa lot of
friends—708, according to her
Facebook page. Facebook isa social-
networking website that has
become—for many people, some of
whom are even old enoughta see
R-rated movies—a way of doing
what people used to do by gossiping
and talking on the phone, butalot
more efficiently and publicly. You
can post photos on your Faccbook
Ppage, personal information, news
about yourself, anything at all.

If you wantto be Megan's
friend or have pretty much any
social interaction with her, you're
going to want to go through Face-
book. She’s a double major in

IWIL JO4 NYHVIDOW JI880Y

special education and English, so
she’sbusy, but she checksin with
the site atleast twice a day, often
10 times that.

She’ll post random updates to
her profile just to let everyone
know how she is: “Megan is so over
first semester,” “Megan isbummed
about the election results,” “Megan
is tired of letting people down?” As
she putsit, “Facebook is my genera-
tion’s way of picking up the tele-
phone.” It also does things the
phone can't, “If you want to orga-
nize something,” Megan says, “it’s
much simpler to send a message
through Facebook than leave
20 voice mails.” She doesn’t know
how anything got done on college
campuses before Facebook.

Clearly, social-networking sites
can create and maintain relation-
ships that wouldn’t have existed
otherwise. But can they also atten-
vate relationships? Can Facebook
be a way toavoid dealing with peo-
ple face to face? Gill’s answer hasa
whiff of intergenerational snob-
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bism. “Ifanything, my friends and
are more in touch than was ever
possible before,” she says. “Older
people had handwrittenletters or
called each other or whatever. [

. mean, really, we have a much more

convenient way of doing things.”

Loe Helloy

The Bard
Of Camp
Blue Diamond

CAPTAIN LEE KELLEY IS 35 AND
hails from New Orleans. He spent
12 years in the Army without once
being posted overseas, but that
streak ended in June 2005 when he
volunteered for service in Iraq and
became a signal officerat Camp
Blue Diamond in Ramadi. He has
always been a writer—he has
noodled around with anovel, done
some freelance journalism. But it
turnsout he had togoall the way to -
Iraq to find his voice.

Kelley needed a way to convey
to his family—especially his kids—
what he was going through. As he
putsit, “something I could leave be-
hind if, God forbid, something hap-
pened to me.” That’s why he started
taking some nonstandard gear with
him on patrol: a notebook. “Work
couldlast either eight hours or 20,
he says. “I began tolook forward to
sitting down to write at the end of
it” When he went off duty, he
would graba shower and then bang
out a story about what had just hap-
pened. “Even though I was writing
down what had happened in
Ramadi that day;” he says, “this was
sort of an escape from the violence
all around me.”

Kelley is a military blogger, or
mil-blogger, one of atleast 1,200
servicemen and -women who
write about their lives online. So
far his blog, Wordsmith At War, has
logged more than 200,000 hits.
Mil-bloggers are a different breed
from the domestic blogger who
keeps, say, a record of his cat’s
mood swings. Here's Kelley on
driving in Ramadi: “You have to go
around big potholes and chunks of
concrete blocking part of the lane.
1t’s not a good feeling, because all
your training tells you that these
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are ideal sites for IEDs ... The threat
isvery real, and you can sense it in
the air. You can’t think ‘it won’t hap-
pen to us, you have toassume it
will. Yet we discuss it in the same
tone we might talk about last
night’s football game.”

If Vietnam was the first war to
betelevised, Iraq is the first tobe
blogged—and YouTubed. Kelley
says he and other soldiers are disap-
pointed by how the media portray
the conflicts in Iraq and Afghan-
istan. “If you looked at all the cover-
age, you'd think the whole thingisa
huge mess waiting to blow up.
sometimes wonder where these re-
porters are. I guess it’s not exciting
enough towrite about schools being
built” Kelley and his fellow mil-
bloggersaren’t just writing letters to
their families. Unlike generations of
soldiers before them, they’re writ-
ing for history. “If they are archived,
blogs will give the bestaccount of
this war,” Kelley says. “No one
knows what’s going on better than
the soldiers on the frontlines.”

S.R. Sidarth

The Accidental
Assassin

HIS FULL NAME IS SHEKAR
Ramanuja Sidarth. He usually goes
by just his last name, or even just
Sid. But most of the country knows
him as “Macaca”

Sidarth, 21, is a senior at the
University of Virginia, a double
major in engineering and govern-
ment. He spent the past few sum-
mers doing campaign grunt work,
and 2006 was no different. He
worked for James Webb’s Senate
campaign, tracking Webb’s oppo-
nent, Virginia Senator George
Allen, which means he videotaped
Allen’s public appearances. On
Aug. 11, the tracker became the
tracked. Allen singled him outin
the crowd with a long, rambling
riff. “This fellow here, over here
with the yellow shirt, Macaca or
whatever his name is, he’s with my
opponent,” Allen said. And later:
“So welcome, let’s give a welcome
to Macaca here! Welcome to
America and the real world of Vir-
ginia!” The clip is on YouTube.

one knows

LANCE W. CLAYTON FOR TIME

One copy has been played more
than 320,000 times.

It’s ironic that Allen would
welcome Sidarth to Virginia, since
Sidarth has lived there his whole
life and Allen grew up in Califor-
nia. It’s also odd because until
then, Allen and his staffhad been
nothing but friendly. “There’s no
way he didn’t know who I was,”
Sidarth says. “He'd never ad-
dressed me before, and then to do
50 in this context—it was humiliat-
ing. That it was in a racial context
made it worse.” The crowd
cheered, but Sidarth believes it
was only because they had to. “It
was an unfair indictment by Allen
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of the people there,” Sidarth says.

“They would have applauded no
matter what he said.” Later, some
audience members went over to
Sidarth to apologize.

It was definitely not Sidarth’s
idea to put the clip on YouTube.
“Getting drawn out into the lime-
light was really surprising,” he
says, and he meansit. He’san
intensely private person, and he
declined to answer quite a few of
the questions put to him by TIME.
He’s focused on keeping his head
down and getting into law school.
“Ultimately I'd hope people
wouldn’t pay as much attention
to things like this, instead caring

These days military
blogger Kelley writes
about fife from his
iHah home hase, but
you can yead his
dispatches from Irag
at wordsmithobvar
bleg-city.com
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University of Virginia
senior Sidarth was
taping a speech when
Senator George Allen
referred to him as
‘Mlacacs”—a shur that
may have cost Allen
an election. See the
clip on YouTube by
searching “Sidarth”

Yideo podcasters
Waz and Lenny 8im
their handbeld
amateur covking
show Crash Tesi
Kilchen at howe.
Watch thelr cudinary
SUCCEEEE S—aied
failures—at ciasn
testiitchen,com
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more about who can serve the
country or the state better,” he
says. “Of course,” he adds, “charac-
ter plays into that. And this event
reflected on Allen’s character”

Waz and Lenny

The Un-Emerils

TO WATCH WARREN MURRAY, 34,
and Leanne White, 32, make
sponge cake is to hear the silent
screams of Julia Child’s dear, de-
parted spirit. About 45 seconds in,
they add two tablespoons of butter
instead of two teaspoons, and it
just goes downbhill from there.
Waz (as Warren is known) and
Lenny (that’s Leanne—it can be
difficult to keep husband and wife
straight) aren’t professional chefs.
They’re copy editors at the
Guardian newspaper in London.
But their ham-fistedness in the
kitchen is exactly what makes
them great hosts.

Their showisn’ta conventional
cooking show. It’s a video podcast

called Crash Test
Kitchen, and it’s their
sheer fallibility, their
humanity, that makes
the thing work. Waz
and Lenny don’t have
the wizardly air of
aMario Bataliora
Martha Stewart. “We
have always tried to
steer clear of the
temptation to make it
aWebversionofaTV
cooking show, with
the old here’s-one-
we-prepared-earlier
fakery and every-
thing always turning
out right,” Waz says.
Lenny says, “We try
tobe honest in our
portrayal of cooking,
soordinary people
feel brave enoughto
haveagoatit” The
sponge-cake episode
is “probably the unin-
tentionally funniest
episode we've ever
done,” Waz says.
“The thing was like
trying to eata sofa
cushion” The
episode ends with Waz furtively
eating the ruined cake out of the
trash. Even culinary daredevil
Anthony Bourdain might have
been scared to try that.

They don’t sugarcoat the
stresses of the marital kitchen,
either. “The bickering and disputes
between Lenny and me seem to be
part of the appeal,” Waz says, “so
we mostly leave that stuffin” The
Web is a two-way medium, and
their fans offer both culinary ad-
vice and unsolicited marriage
counseling. One viewer called
Lenny a “nagging housewife.”
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(“I took it waaaay too seriously anc
was really cut up,” shesays.) Some
viewers are even more assertive,
“There have been some not-so-
subtle come-ons towards Lenny,”
Waz says, “and we've been asked
whether we will be filming future
episodes in the nude”

Harriet Klausner

The Constant
Critic

WITHOUT THE WEB, HARRIET
Klausner would be just an ordi-
nary human being with an extraor-
dinary talent. Instead she is one
of the world’s most prolific and
influential book reviewers. At 54,
Klausner, a former librarian from
Georgia, has posted more book re-
views on Amazon.com than any
other user—12,896, as of this writ-~
ing, almost twice as many as her
nearest competitor. That’s a book
aday for 35 years.

Klausner isn't paid to do this.
She’s just, as she putsiit, “a freaky
kind of speed-reader” In elemen-
tary school, her teacher was
shocked when Klausner handed in
a 3%-hour reading-comprehension
test in less than an hour. Now she
goes through four to six books a
day. “It’s incomprehensible tome
that most people read only one
book a week;” she says. “Idon’t
understand how anyone can read
that slow.”

Klausner is part of a quiet rev-
olution in the way American taste
gets made. The influence of news-
paper and magazine critics ison
the wane. People don’t care to be
lectured by professionals on what
they should read or listen to or
see. They’re increasingly likely to
pay attention to amateur online
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I love vampires and
werewolves. Maybe I like
belng SpOOked-” —Harriet Klausner

reviewers, bloggers and Amazon
critics like Klausner. Online crit-
ics have a kind of just-plain-folks
authenticity that the professionals
just can’t match. They’re not fan-
cy. They don’t have an agenda.
They just read for fun, the way you
do. Publishers treat Klausner as a
pro, sending her free books—50 a
week—in hopes of getting her at-
tention. Like any other good crit-
ic, Klausner has her share of
enemies. “Harriet, please geta
life,” someone begged her on a
message board, “and leave us poor
Amazon customers alone.”

Klausner is a bookworm, but
she’s no snob. She likes genre fic-
tion: romance, mystery, science
fiction, fantasy, horror. One of
Klausner's lifetime goals—as yet
unfulfilled —is to read every vam-
pire book ever published. “I love
vampires and werewolves and
demons,” she says. “Maybe I like
being spooked.” Maybe she’s a lit-
tle bit superhuman herself.

Wang Xiaofeng

Bart Simpson

In Beijing

“CHINESE PEOPLE DON’T DO IRONY
like Israelis and the English,” says
Wang Xiaofeng. “They don’t have
that making-fun-of-yourself
gene.” In China the blogosphere is
dominated by the dronings of mil-

lions of earnest diarists, and there
are still many things that can’t be

said in the mainstream media.
Wang, however, enjoys making
fun of art, culture, politics—
everything that Chinese people
are supposed to hold dear. Serious
critiques of social problems or
political leaders can still be dan-
gerous in China, but serious isn’t
Wang’s style. He might be the
most respected blogger in China,
precisely because he respects al-
most nothing.

Wang’s site gets about 12,000
visitors a day. It’s plastered with
pictures of the Simpsons—Wang is
afan of the show, and he likes to
think he looks like Bart—
but there’s also a bit of
Boratin him too. He has
posted fabricated inter-
viewsand deliberately
misleading surveys. Some
people call him a cynic or
aliberal; some people call
him names thatare shock-
ing even by online stan-
dards of incivility.

But labels don’t really
fit Wang. He doesn’tlike
isms and movements and
refuses to join groups or
parties. He doesn’t have
some big, catchall solu-
tion. “There’s nothing that
can be done about a lot of
things in China,” he says.
“Most of what people do
on the Internet is com-
plain. At least we have
a place toblow off some
steam.”

ANAIS MARTANE FOR TIME
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Tila Tequila

The Madonna
Of MySpace

TILA NGUYEN WAS 1 YEAR OLD
when she moved to the U.S. from
Singapore, but she’s Vietnamese
by heritage and blond by choice. As
for what she does fora living, there
isn’t really a word for it yet. Nguyen,
25, who goes by Tila Tequila profes-
sionally, is some combination of
rapper, singer, model, blogger and
actress. But what she mostlyisis the
queen of the massive social-
networking website MySpace.

Nguyen—or, oh, fine, Tequila—
may be theleast lonely girl on the
Internet. She has more than 1.5 mil-
lion MySpace friends. Her MySpace
profile hasbeen viewed more than
50 million times. Her self-published
single, the profane and attitudinous
F___YaMan, nowplayingonher
MySpace page, has logged 13 million
spins. (Tolisten toitis to hear the
sound track of a million parents’
dreams dying.) She gets somewhere
from 3,000 to 5,000 new friend re-
questsevery day. She is something
entirely new, a celebrity created not
byastudio or a network but fan by
fan, click by click, from the ground
up on MySpace.

Before she hit it big, Nguyen

The Georgia home

of Amazon's most
prolific reviewer is
awash with boolks.
Looking for a good
read? Check out
Klausner's reviews at
snipurl.com/151kj

in the evening you
may find blogger
Wang sipping coffee
in this Beijing shop.
But you can vead his

- thoughts (in Chinese)

at wangxiaofeng.net
any time of the day
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had posed for Playboy.com—its first
Asian Cyber Girl of the Month—
and modeled for carshows and
auto mags and formed girl bands.
Buther big break came three years
ago when MySpace founder Tom
Anderson invited Nguyen over to
his new site. She had spent plenty
of time on websites like Friendster,
but her outsize, confrontational
personality kept getting her kicked
off. She says Friendster booted her
five times. “T joined MySpace in
September 2003,” Nguyen recalls.
“Atthat time no onewason there at
all. Tfeltlike a loser while all the
cool kids were at some other school.
So I mass e-mailed between 30,000
and 50,000 people and told them
to come over. Everybody joined
overnight”

Pre-Tila, your MySpace
friends were mostly people you
actually knew. Post-Tila, the
biggest game on the site became
Who Has the Most Friends, peri-
od, whoever they might be. “Once
they saw how [ worked it, every-
one did what [ did and started
promoting themselves,” she says.
Not everybody would call thisa
change for the better; there are
those who might even prefer a
friendly community to a global
popularity contest. Not Nguyen.
Over the next couple of years she
turned her online personaintoa
full-fledged business. “This is my
job,” she says. “That’s how you
maintain your popularity and
keep it alive.”

Nguyen clearly grasps the
logic of Web 2.0 in a way that
would make many CEOs weep. She
sells Tila posters, calendars, a
clothing line of hoodies and shirts.
She hasbeen on the cover of
British Maxim. She has a single
due to be released online. She has
acameo in next summer’s Adam
Sandler movie. She has four man-
agers, a publicist and a part-time
assistant. It’s hard to know how to
read the rise of Tila Tequila. Does
she represent the triumph of a new
democratic starmaking medium or
its crass exploitation for maximum
personal gain? It's not clear that
even Tila knows. But she knows
why it works. “There’s a million
hotnaked chicks on the Internet,”
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she says. “There’s a difference
between those girls and me. Those
chicks don’t talk back to you.”

Smosh

The Intertainers

ON NOV. 28, 2005, A VIDEQ WAS
uploaded to YouTube. It shows two
American River College students,
Anthony Padilla and lan Hecox,
lip-synching to the Pokémon
theme song. Their lip-synching is
completely earnest. They’re really
intoit. They’re gonna catch ’em all.
This video would go on tobe
viewed more than 17 million times.
For six months it was the most
watched video on all of YouTube.
It’s enough to shake your faith in
anew medium.

Padilla and Hecox go by the
joint nickname Smosh, and they
are the Saturday Night Live of
YouTube. Their videos are insanely
popular. Their genius, if that’s the
right word for it, is in their un-
swerving, unwinking commitment
toidiocy. It may also be in their
shaggy haircuts. (Smosh is some
kind of inside joke that has some-
thing to do with some friend of
theirs talking about mosh pits...
Never mind.) Since Pokémon, they
have done other theme songs, in-
cluding those for Power Rangers
and Mortal Kombat. They have
branched out into sketch comedy
aswell. (Typical setup: a friendly
game of Battleship gone horribly,
horribly awry.)

So far, Padilla and Hecox
haven’t been able to monetize
their viral notoriety on any signifi-
cant scale, although they do sell
ads on Smosh.com. In fact, for
Padilla and Hecox, being Internet
celebrities is a lot like being nor-
mal people. “Our girlfriends hate
that we're so busy,” Hecox says.
“The videos take up a lot of time,
and we’re working on several proj-
ects simultaneously. Overall, it
really hasn’t affected our lives.”
The dream is to end up like Andy
(Lazy Sunday) Samberg, who
went from online comedy to the
real SNL. But not everybody can
live the dream, not even in the
ultra-democratic YouTube era.
“Our future is wide open,” Padilla

MARKHAM JOHNSON FOR TIME

says. “There seems to be a huge
potential in what we're doing, so
we'll just keep doing what we're
doing. And if nothing comes out
of it—well, whatever”

Kamini

Straight Outta
Cowtown

KAMINI GREW UP IN A TINY TOWN
deep in the French countryside
called Marly-Gomont. He stood
out, in part because everybody
stands out in Marly-Gomont—pop.
432—but partly because Kamini is
black. There aren’t alot of black
people in Marly-Gomont.

Kamini (who keeps hislast
name private) wanted to be a hip-
hop artist. It’s a long way from
Marly-Gomont to South Central
L.A., but he recorded a song and shot
a video with a friend. Total budget:
100 euros. The name of the song was
Marly-Gomont, and in it Kamini raps
about what he knows. “I couldn’t
rap about ‘bitches’ and *hos’ and do
that whole gangsta thing,” he says,
“because it’s not true. It'snot mylife”

Instead he raps about cows
and tractors and soccer. “In Marly-
Gomont,” the song goes (it’s in
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French), “there’s no concrete/ 65 is
the average age around here/ One
tennis court, one basketball court””
The video shows Kamini raisin’ the
roof with the village elders, who
obviously think he’s hilarious. But
Kamini also raps about racism and
being different: “I wanted to re-
volt, except that there, there’s
nothingto burn./ There’s just one
bus for the high school, same for
the community center,/ Not worth
going and burning a neighbor’s
car,/ Cuz they don’t have them,
they’ve all got mopeds.”

On Aug. 30, Kamini and
another friend put the video online
and cold e-mailed some record
companies to tell them about it.
The response wasn’t exactly a feed-
ing frenzy. But an intern at one of
the companies posted a link to the
video on a bulletin board. “It’s
asite that sells custom-print
T shirts,” Kamini says, shaking his
head. “Itdoesn’t even have any-
thing to do with music!” By the end
of the day, nobody on the website
was talking about T shirts. Every-
one was talking about Kamini.

The video spread to YouTube
and its French equivalents, WAT.tv
and Dailymotion.com. Thousands
of people watched it. Kamini
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started getting requests to appear
on radio shows. In mid-October,
without having toured or even
played asingle gig, Kamini signed
arecord deal with RCA for Marly-
Gomont and two albums. He was
arap star by popular proclama-
tion. He had paid his dues virally.
“Everything has happened in two
months,” says Kamini, who hasn’t
quit his part-time job as a nurse.
“Look at me, sitting here ata
luxury hotel being interviewed.
How did all this happen?”

The answer is that the people
can make their own stars now—no
auditions, no promotions. It’s like
American Idol, but everywhere, all
the time. Thoughit’s worth noting
that the bands that have broken
through online—OK Go, the Arctic
Monkeys, Lily Allen, Gnarls
Barkley—are alot more interesting
than the bland standards belters
on American Idol.

Some rules haven’t changed.
People respond to talent and
authentic emotion, and Marly-
Gomont has them. “I’'m not the only
oneon the Internet with a video,”
Kamini says. “But Marly-Gomont is
different. It shows my real nature,

and people respond
to that. Materially
speaking, it’s the
Internet that made
it popular. But be-
hind that, émotion-
ally speaking, are
people”

Simon Pulsifer

The Duke
Of Data

THERE IS A LIST ON
Wikipedia of who
has written or edit-
ed the most entries,
and for along time
the volunteer atthe
top of this list wasa
user known as
SimonP. His real
name is Simon
Pulsifer. He is 25,
unemployed and
livesin Ottawa.

Pulsifer has
authored some-
where between 2,000 and 3,000
Wikipedia articles and edited
roughly 92,000 others. “I've actually
fallen to No. 2 in terms of edits,” says
Pulsifer, who's tall and a little over-
weight. “Butit’s a fairly meaningless
measure, so I don’t feel too bad” He
first heard about Wikipedia in 2001,
but it wasn’t until 2003 that he got
serious about contributing. That
was the year he gota really, really
boring summer job. At that point
Pulsifer got “superinvolved” with
Wikipedia.

Why would somebody donate
so much of histime? “Theresacer-
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tain addictive element,” he says.
Pulsifer was still in school, and
writing Wikipedia entries turned
out to be a handy way of studying
for exams. While taking a Russian-
history class, he wrote entries about
the czars. He has chipped in pieces
on African history and biblical stud-
ies. Some he wrote “off the top of
my head.” Others took research.
“It’sa combination of things,” Pul-
sifer says matter-of-factly. “It’s great
to see your writing published on-
line—it’s not that easy to create
things that are read by millions of
people.” He alsoliked the prestige
that came with being a major player
on Wikipedia. Granted, that pres-
tige was mostly among other major
Wikipedia players, but still.

Wikipedia isn't a paradise of
user-generated content. Ithas
plenty of errorsin it, and omissions,
although at this pointit’s consider-
ablylarger than the Encyclopaedia
Britannica. Some people enjoy
vandalizing it—erasing or falsifying
entries. Earlier this year the entire
staff of Congress was barred from
Wikipedia for sabotaging one
another’s profiles. Ina way it’s as
much a litmus test of human nature
asitisareference tool.

Asfor Pulsifer, he’s quietly
scaling back his compulsive
Wikipediation. He nolonger
whizzes through 250 editsaday. “To
adegree, 'm movingon,” he says.
He has had a couple of job offers;
perhaps a well-paying gig will come
along that will allow him toleave his
parents’ home, where he resides. No
doubta new Wikipedian will arrive
to take his place. There are plenty of
boring surnmer jobs out there.
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Horean citizen-
journatict Hintreles
heavily on ber
family—especiaily
neghew Lee fu
Sesl—for ¢he storles
shie posts on
ChiiyMews. You can
read some of her
stories at english
LOmYREWS. OO

Firefox co-creator
Ross is already plan-
ning new program-
ming projects that
tap the collective
talent of volunteers on
the Internet. Leamn
how you can pitchin
at biakersss.com

Kim Hye Won
Dateline:

Everywhere

KIM HYE WON DOESN’T LOOK LIKE
ajournalist, which isto say that
she doesn’tlook like Hildy Johnson
in His Girl Friday. Kim looks like
a 45-year-old Korean housewife,
which is what she is. More and
more journalists are starting to
look like her.

Kim is a citizen reporter for
a South Korean website called
OhMyNews. There is nothing quite
like OhMyNews in the U.S., or not
yet. Imagine if the Washington Post
were produced entirely by
bloggers. OhMyNews is written
mostly by a floating staff of 47,000
amateur journalists all over the
country. The site gets 1 million to
1.5 million page views aday.

OhMyNews was founded in
2000, after decades of authori-
tarian rule had left the South
Korean media deeply co-opted.

[Open source]

means the
people are truly
dedicated because
there’s no
payday.” _gtake foss
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The website was a revelation for
Kim. “I felt the mainstream media
wasone-sided,” she says. “Butafter
I began to read OhMyNews, I
found out there were different
views and perspectives available.”
Kimread the site for about a year
before she tried her first piece,
about her son, who was studying for
exams, and her husband, who was
dealing with corporate burnout.
The headline: DADDY’S DEPRESSED,
SON’S TAKING TESTS, AND I'M
WORRIED. She was a natural.
Overthe past three years, Kim
has written about 60 pieces for
OhMyNews. The site awarded her
Citizen Reporter of the Year
for 2005. “Korean house-
wives become nameless after
marriage;” Kim says. “They
are often just called some-
one’s wife or someone’s
mother. Ifinally found my
name through OhMyNews.”

Blake Ross

Outfoxing
Microsoft

WHEN BLAKE ROSS WAS 15,

he moved from Florida to
California to take an intern-
ship with Netscape. This was
arather quixotic thing fora
15-year-old to do, because
Netscape was on life support
at the time—its Web browser
was getting the stuffing beat
outof it by Microsoft’s Inter-
net Explorer.

Netscape had one thing
going for it: it was open
source. Most software is
developed exactly the way
you thinkitis: you pay a
bunch of geeks in cubicles to
write it. Open-source soft-
ware works differently. You
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release a rough draft onto the Intey,
net, and anybody can open the hoog
and go to work on it—streamline it
fix bugs, suggest features, Prettyup
the interface, whatever. The people
who write open-source software

“aren’t necessarily professionals”
Ross says. “It gives you a breadth of
experience outside of just compute;
geeks. Italsomeans the people are
truly dedicated because there’sno

payday” Open sourceisasmucha

community, evena subculture, as it
is an approach to creating software, -

In 2002 Ross and some col- @é
leagues decided to start up anew
version of Netscape, one that woul
chuckall the fancy features and go
for simplicity, stability and speed.
They called the new browser Fire-
fox, and it was a monster hit. When ..
Firefox 2.0 appeared this October,
it clocked 2 million downloads in
the first 24 hours. Web surfersare
switching to Firefox at the rate of
7 million a month.

There’s something bothvery
American and very anticapitalist %
about the open-source approach.
It’s about including everyone in the
process, democratically, but it’salso -
about giving away the productand -
sharing your trade secrets with the
world; the more people who have
access to your intellectual property
the better. “I'mnot in this for the
money. I trulylove it,” Ross says. “I
could never see myself sittingina
cubicle”” Right now Ross, a world-
weary 21, is taking time off from
Stanford to work on a new project
called Parakey. Parakey is top secret
for now, but it will be anopen-
source project too. So Ross will
make sure you hear about it.
—Reported by Jeremy Caplan and
Kathleen Kingsbury/New York, Susan
Jakes/Beijing, Jeffrey Ressner/

Los Angeles, Grant Rosenberg/Paris
and Bryan Waish/Seoul
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YOUR WEB, YOUR WAY

F THE WEB’S FIRST COMING WAS ALL ABOUT GRAFTING OLD
businesses onto a new medium (pet food! on the Internet!),
Web 2.0 is all about empowering individual consumers. It’s
not enough just to find that obscure old movie; now you
can make your own film, distribute it worldwide
and find out what people think almost instantly.
Big businesses are embracing this new world
as well, not just through advertising but also by
tapping the expertise of everyone out there to
enhance their products. Here’s row to
decode the buzzwords and blaze your
own trail through the tangle of websites.
—By Jeff Howe

BitTorrent

This efficient way of
transmitting large files can
make anyone a movie
distributor

THE ENTERTAINERS

The song remains the same,
but the way we listen to it is
changing. The movie, music,
book and video-game industries
have all embraced the internet

ECOND
Wy E
o LIFE
An imaginary world built by
users spending real money,
it has become a nation
of nearly 2 miltion

By attaching ads to Web
videos, Revver gave stupid
pet tricks their first
business mode!

Web 2.0 is fueled by an outpouring of
creativity from the people formerly known
as consumers. From YouTube auteurs to
bloggers to amateur photographers
competing with the paparazi, USER-
GENERATED CONTENT is revolutionizing
the media landscape

You(fTH

The site that leveled the
entertainment playing field
Ask a Ninja outdraws
The Daily Show

The sheer mass of information online—

20 billion Web pages and counting—should
defy organization. Collective intelligence has
risen to the challenge. With users tagging
images, text and other forms of content, an
organic sort of taxonomy has blossomed,
appropriately called FOLKSONOMY

Beyond radio, it’s a way to
tap into the musical tastes .
. of the crowd and add .}
yours as well

Why pay a professional when an amateur

would do it for dramatically less money? in

fields ranging from photography to the

sciences, companies are taking jobs once
performed by staff and CROWDSOURCING them
to the enthusiastic, increasingly adept masses

NETFLIX

.. With more than 70,000 ..
_ DVDs available, proof that

You Find It . R T S SR ‘ ol Keanu and Kurosawa
: ., ~ camcoexist .
Wal-Mart can't afford to stock anything that won't seli -
in volume. But websites like MySpace or Netflix offer an
endless array of obscure products, allowing users to
forage successfully for Japanese ceramics or old-time
biuegrass as easily as they might find the latest John Gnsham
book. This business model is known as the :. TR

iTunes
” With a catalog of 3.5 million ,::
. songs, Apple makes money

.. off the misses as well
as the hits

Jeff Howe is a contributing editor at Wired. He writes about emerging trends at
crowdsourcing.com and is currently working on a book about the crowdsourcing phenomenon
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THE TOOLMAKERS

On the new Web, users are
increasingly building their own
tools. The result is greater
customization and convenience,
from maps that can be easily
programmed to ads that change
with every new blog post

amazoncom

h—
With customer reviews and
recommendations, book
buying is now a
communal experience

THE GATHERERS
The crowd isn't just expressing itself
more; it’s also gathering and filtering all
those blog posts and photographs and

., i The popular blo
finding an audience for them

software service makes
every would-be pundit
a pubhsher

army of amateurs. who can
sell their shots for as

The photo-scrapbook site
helped popularize taggi

the (g
receive

del.icio.us
Allows users to share thei:
thev don’t Web er bookmarks,

all (‘urgamzed by tags TeChnoratl

i)
USErs proviae fts search and ranking

functions reveal the topics
that are burning up
the blogosphere
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THE BEAST WITH
ABILLION EYES

By James Pomewonk

IN 1991, WHEN A BYSTANDER VIDEOTAPED
the police beating of Rodney King in
Los Angeles, the incident was almost
unbelievable—not the violence but the
recording of it. Imagine! That four
policemen would pummel a subdued
man, and someone would just happen

to have a camera! What were the odds?
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ILLUSTRATION FOR TIMFE BY SEAN MCCABE

Do a YouTube search today on the term
police brutality, and you get more than 780
videos, from Houston, Hungary, Egypt and
beyond. This is just one sign of how much
YouTube—and similar video-sharing sites—
has changed the flow of information. People
have had cameras for decades and Web
access for years. It’s the combination of two
simple things—easy, cheap recording and
easy, free distribution—that makes YouTube
so potent and its impact so complex. It’s not
just a new medium; it’s several in one.

IT’S A SURVEILLANCE SYSTEM. If you
credit YouTube with revolutionizing the
media, you must first credit every cell-phone
company that has handed out deep-discount
videophones like Cracker Jack prizes; they've
turned us into a culture of Zapruders. When
millions have the power to quickly, easily
send any image around the world, you have
something akin to global telepathy. (The
cell-phone messages from 9/11 victims were
chilling enough; imagine the visuals, had the
attacks happened in 2006.)

It was a comedy fan’s camera phone, for
instance, that caught Michael Richards spew-
ing racial slurs at African-American hecklers.
Incidents like this are wearing away the
distinction between amateur and professional
photojournalists. As Clay Shirky of New York
University’s Interactive Telecommunications
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Program puts it, “It’s hard to argue
that a paparazzi is more of a
photojournalist than the person who
takes a picture of the London train
bombing and uploads it

But if YouTube made celebrities
and journalists nervous, it was open
season on politicians. Montana Sena-
tor Conrad Burns became a YouTube
star for nodding off in a Senate
hearing; Democratic Connecticut
Senator Joe Lieberman, for getting a
smooch on the cheek from President
George W. Bush. (Burns lost re-
election; Lieberman won but only
after losing the primary.) Stage-
managed politics became reality TV,
and veteran pols seemed unsure
what had hit them. When you watch
Virginia Senator George Allen calling
a rival’s camera-wielding staff
member a macaca—a reputed racial
slur that may have made the
difference in his razor-thin loss—he
seems, in retrospect, almost pitiable,
like the first proud, doomed lion ever
to stare down a hunter with a rifle.

IT'S A SPOTUIGHT. When TV comic
Stephen Colbert addressed the 2006
White House correspondents’ dinner,
his searingly sarcastic “defense” of
the President drew nervous laughter
and awkward silence. Journalists in
the room said he bombed. And that
verdict might have been final, had
the performance not been ripped
from ¢-sPAN and uploaded to
YouTube. To online fans familiar with The
Colbert Report and The Daily Show, the
pained reception was part of the act. And to
this vast audience, it killed. The ensuing de-
bate (Was he funny? Was he rude? Was the
press corps out of touch?) kept his critique
in the news for days.

1f YouTube provides distribution,
the YouTube community’s value-add is
attention, finding significance in moments
and creations that media gatekeepers
shrug off. In 2005, the now defunct WB
network rejected Nobody's Watching, a
self-referential sitcom about the making
of a sitcom (too inside, too confusing,
probably too smart). This year the pilot
was leaked to YouTube, drawing hundreds
of thousands of viewers who raved about
it. It was promptly bought by NBC. In
Washington or Hollywood, the days when
you could expect your bad decisions to
disappear into the mists of time are
disappearing. Somebody’s watching.
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A buss from Bush, spoofed online, earned
Lieberman a kiss-off from primary voters

This camera phone footage spurred an FBi
probe into L.A. pofice-brutality charges

G.l.sin Irag posted combat footage froma
war zone often too dangerous for the press

IT'S A MICROSCOPE. Web video proved
the perfect medium for watching world
news in extreme close-up, through video
diaries from Iraq, Israel and Lebanon.
Even with major news stories, TV news is
constrained by budget and time concemns.
Not so YouTubeland: 30 viewers or 30 mil-
lion, it stays on the air, and the only limit is
the enthusiasm of the uploader. So while
mainstream media offered the sweeping
panorama, video diaries took us where TV
couldn’t or wouldn't—running into air-raid
shelters in the Israel-Hizballah war,
crouching behind an armored vehicle with
a soldier in Samarra, bullets dinging into
metal off camera.

Most of the videos are poorly lit and
badly composed. And they convey the con-
fusion of war far better than expensive,
competent TV. Journalists are trained to
make sense, to frame stories and order
facts, smoothing over random happenings
and odd twists. In Web video, war is not a
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playing out of political-historical
forces. It's Marine engineers sloshing
down an improvised waterslide in a
MySpace video. It’s a soldier kicking
back with an “Iraqi freedom cigar”
In a terrifying, seven-minute
YouTube clip, it’s riding in the cab
with a civilian driver as his truck
takes fire and breaks down. “Come
help me out!” he shouts to his
military escort as the camera dives
under the dashboard with him. “I'm
going home when thiss__ s done.
When thiss___sdone 'm {

out of here!” On YouTube, war is
also, appropriately, unbleeped.

IT’S A SGAPBOX. Senator Allen’s
videographer, S.R. Sidarth, wasn’t a
disinterested observer. He worked
for Allen’s opponent, Jim Webb,
whose campaign posted the video
and used YouTube to fan the
controversy expertly (and cheaply).
YouTubers discovered the site’s
political power, from pundits to
satirists making “mashups”
(intercutting, say, a Dick Cheney
speech with lines from Scarface).
Creative Response Concepts, the
political-consultant group that gave
us Swift Boat Veterans for Truth,
produced online video against a Mis-
souri stem-cell-research amendment
this fall; next month it’s opening a
YouTube division. “It’s basically the
21st century equivalent of direct
mail,” says CRC president Greg
Mueller. The most effective YouTube spot
in the Missouri election, however, was a TV
ad with Michael J. Fox, which became an
online sensation when Rush Limbaugh
mocked Fox (who has tremors from Parkin-
son’s disease) on his radio show. The ad got
more than 2 million views and turned a
state race into a national controversy. Does
this mean that YouTube decided the
midterm elections? There’s no way of
proving that. But given that control of the
Senate turned on a few thousand votes in a
few states, it’s hardly far-fetched.

Perhaps more important in the long
run is that the Fox ad was a bigger hitasa
viral video than as a TV spot. YouTube had
arrived, as a media outlet and as a social
force—a place where ideas and images can
spread instantly, cheaply, democratically
and anarchically. Does YouTube aspire to
become TV? These days TV should be so
lucky as to becorne YouTube. —With reporting
by Karen Tumulty/Washingion
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LET’S SAY YOU’RE IN YOUR 208
and you start your first Internet
company. Let’s say 21 months
later you sell it for $1.65 billion.

What happens next?

At first, not much. Some of the money is tiecf‘- up in escrow,
and the traditions of modesty in Silicon Valley require a period of
restraint before you spend in the big, life-changing way that your
wealth will permit.

Still, the world wants to talk to you. Japanese television, Ar-
gentine newspapers, a bunch of French journalists and what
seems like every news outlet in the U.S. Friends you haven’t heard
from in along time send e-mails. Hey, how’s it going? Longtime
no see! BTW I have this great business idea ...

And so even though you’ve just left a photo
shoot with an imperious, name-dropping L.A.
photographer and ride to the airportin a jet-
black Escalade, when you arrive at LAX, you have
to stand in the United Economy line because
you're still flying coach. Having removed your
shoes to get through security—an indignity you’ll
never again endure if one day you spend an in-
consequential few million on a jet—you walk past
anewsstand to see your company on the cover of
Wired and GQ.

“Oh, and have you seen FORTUNE? ... Yeah,
we're in there too.”

And there they are; Steve Chen, 28, and Chad
Hurley, 29, two of the three founders of YouTube
(the other, Jawed Karim, went to grad school last
year), a couple of boy-men looking out from a mag-
azine and up at themselves in real life. Then they
board the plane, Steve way in the back and Chad
closer to the front after paying an extra $24 for an
“Economy Plus” seat.

Such islife these days for Chad and Steve—
and because they are still young enough to get the
occasional pimple, I don’'t mind calling them
Chad and Steve. They are premoguls, near mag-
nates. They foreshadow but don’t quite yet em-
body the wealth and power that accompany their
role as the new demiurges of the online world. At
a GQ party in West Hollywood, Calif., a few
weeks ago, Al Gore tapped Steve on the shoulder
outside the bathroom to congratulate him on the
success of YouTube. Chad chatted with Leonardo
DiCaprio, handsome and taller than you think
and ashing his cigarette on the floor. But at the
end of the night, the YouTube boys were hanging

68

with the B crowd, Steve eating
a burger (despite a disapprov-
ing glare from his girlfriend
Julie) and Chad drinking until
2:30 a.m. with a guy who was in
the Jackass movies—not even
the main guy. Guys, you gotta
know when to leave the party.
(When Leo does.)

But of course the party is
just starting for Chad and
Steve, whose omnium-
gatherum of online videos has
captivated the Web for the past
year, atleast since a Saturday
Night Live digital short called
Lazy Sunday was forwarded
millions of times last December, increasing visits to youtube.com
83%. (If you don't know Lazy Sunday, don’t tell anyone, particu-
larly anyone under 30. Just quietly YouTube it now.)

YouTube became a phenomenon in 2006 for many reasons, but
onein particular: it was both easyand edgy, a rare combination. You
can watch videos on the site without downloading any software or
even registering. YouTube is to video browsing what a Wal-Mart
Supercenter is to shopping: everything is there, and all you have to
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dois walk in the door. Want to see Mikhail Baryshnikov perform-
ingin Giselle in 19777 A user named “goldenidol” uploaded a clip
in August. Want to see a sure-to-make-you-queasy video of a girl
snorting a strand of cooked spaghetti and then choking it out her
mouth? You're inluck: “asemoknyo” put that clip on YouTube last
month. All it costs is a few moments away from whatever you're
supposed to be doing on your computer—and who doesn’t have 30
sec. to watch that priceless clip of Faith Hill mouthing “WHAT?”
when she lost a Country Music Association Award this year? (That
video has been viewed at least 6 million times.)

YouTube is 2 new kind of medium, but it’s still mass. Your
grandmother could use it (a search for “grandmother” on You-
Tube yields more than 1,800 videos). But because the site doesn'’t
prescreen uploads—-which is alot cheaper for Chad and Steve
than hiring a bunch of editors to police millions of users—it ends
up hosting a lot of out-there stuff as well: obscure bands, tear-
jerking video diaries, “dead dog tricks” (don’task), a “German toi-
let” (pleasedon’task) ... The unmediated free-for-all encouraged
the valuable notion that the site was grass-roots, community-run
and—to use an overworked term—"viral.” These are partial fic-
tions, of course. YouTube controls the “Featured Videos” on its
home page, which can dramatically popularize a posting that
otherwise might fade. Also, the video in the top-right section of
the home page is an advertisement, even though it doesn’t always
look like one. There’s no porn on the site—overtly sexual material
is flagged by users and removed by YouTube, usually very quick-
ly. But there is an endless supply of kinda weird, kinda cool, kin-
da inspiring stuff there, which means you can waste hours on
Chad and Steve'ssite.

That, in turn, means advertisers want to be on YouTube,
which is why Google paid so much for it. If even, say, 10% of the
$54 billion spent on TV advertising annually migrates to video
sites like YouTube in the next few years, we will pity Chad and
Steve for selling for a mere $1.65 billion. But for now, with
YouTube still unproven—it has never made much money. and it
could be crushed by lawsuits from content creators whose mate-
rial shows up on the site without permission—the blockbuster ac-
quisition price carries a whiff of the late-"90s Silicon Valley gold
rush. It now falls to Chad, the cEo, and Steve, who runsthc tech
side, to prove that what they created with Karim will not become
the next broadcast.com, the video provider Yahoo! bought for
$5.7 billion in 1999—and which now doesn't exist.

Turning YouTube from a sensational rumpus to a profitable
corporation will require Chad and Steve to thread the company
through legal disputes, hire at least 100% more employees than
they have now, negotiate with the biggest ad and media companies
in the world, maintain their unique identity with-
out getting swallowed up by Google, please share-
holders, manage p.r. and flawlessly execute a
thousand other tasks that far more experienced
executives have flubbed, All while Chad hasto
make time for his wife and two small children,
Steve needs to buy a car to replace his crappy Jeep
Wrangler, and the broadband in the YouTube office
is so slow, it takes forever to watch their own site.

Can a couple of kids who grew upnowhere near
Silicon Valley handle all this?

CHAD MEREDITH HURLEY has the lanky and lan-
guorous carriage of a teenager who just rolled out
of bed. He wears a stubble beard over a complexion

that doesn’t see enough sun, and he has a habit of pushing his chin-
length hair back from his forehead so that by the end of the day it’s
abitoily and Gordon Gekko-ish.

Raised in the southeastern Pennsylvania town of Birdsboro,
Chad is the middle child of Donald, a financial consultant, and
JoAnn, a schoolteacher. He was anarty kid, always watercoloring
and sculpting, which is not to say he ran with the artsy crowd. There
isnothing affected or capering about Chad —his temperature runs
solow he comes off at firstas adullard—and it’s easy toimagine him
asa slightly introverted, earnest boy trying to sell artwork (not
lemonade) from his frontlawn, ashe did in an unsuccessful venture
that taught him the difference between art and commerce.

Chad was unusual in that his artistic proclivities coincided
with an interest in business and technology. In ninth grade, he
built an amplifier that won third place in a national electronics
competition. By the time he was in college, he would hole up for
hoursonline, doing those things boys do these days—studying Web
design, playing games, experimenting with animation. He did not
come equipped with a sense of entitlement or snobbery; his broth-
er Brent, 27, told me that to earn money during one summer in col-
lege, Chad joined a pyramid-marketing scheme for knife sets. “He
would come over to our friends” houses and cut through asoda can
or something,” says Brent. “One of our family friends, they joke
now, ‘Hey, yousold us these knives and look at younow. ”

If it’s true that people make their own luck, Chad made alot of
it. In 1999, he was finishing up at Indiana University of Pennsylva-
nia, where he had majored in computer science before switching
to graphic design and printmaking. (“Computer science, that was
too technical, too mechanical for Chad,” says his father Don. “He
wanted to be on the creative side.” Chad spent much of his time
running for the cross-country team, and he was in top shape at the
time. The not insubstantial paunch he hasadded since then is a
source of some consternation.) Around graduation, Chad read an
article about a new company called PayPal, which back then was

Chad, Sleve and
Jawed worked
together at Pay®al,
whose logo Thad
desigired. Sbhove, the
three map cut early
YouTulbe concepls in
Chad's pavage
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trying to enable pDa users to beam money to each other. Chad
sent PayPal his résumé, and on a Wednesday evening he came
downstairs to announce he had a job interview on Friday. The
company flew him to California and asked him to show his skills
by designing a companylogo (it’s still the PayPal logo to this day).
That Sunday, PayPal’s cE0 offered Chad a job as the company’s
first designer. He slept on a friend’s floor for a few weeks, scroung-
ing money for pizza before he got his first paycheck.

It was a propitious move; Chad had joined a firm that would
soon abandon the handheld-payment concept in favor of some-
thing far more lucrative: securing online transactions. In 2002
eBay bought PayPal for $1.54 billion, and as an early employee,
Chad walked away with enough to buy a few luxuries—including
his Tag Heuer watch—and plenty of seed money for a future ven-
ture. “Either he was incredibly brilliant and he saw the opportuni-
ty, or he wasreally lucky—I don’t know;” says Ryan Donahue, who
was PayPal’s second designer and roomed with €had for a time.
“Butto hit gold with your firstjob out of college is pretty rare. And
then for his first company to be YouTube, he’s gotta be a smart guy”

Chad was alsolucky to meet his future wife, Kathy Clark, ata
party in 2000. Clark shared his interest in tech-
nology and in starting a family. She also turned
out to be the daughter of James Clark, the leg-
endary Silicon Valley entrepreneur who founded
or co-founded three billion-dollar-plus compa-
nies: Silicon Graphics, Netscape and Healtheon.
His daughter, 36, is an intensely private person—
she wasreticent when I visited the Clark-Hurley
home in Menlo Park, Calif., for a brief meal of

But he also acknowledged that the notion that YouTube was
founded after a dinner “was probably very strengthened by mar-
keting ideas around creating a story that was very digestible.”

No company, of course, is ever founded in a single moment,
and YouTube evolved over several months. Chad and Steve agree
that Karim deserves credit for the early idea that became, in
Steve’s words, “the original goal that we were working toward in
the very beginning”: a video version of HOTorNOT.com.
HOToxNOT is a dating site that encourages you to rate,ona
scale of 1 to 10, the attractiveness of potential mates. It’s a brutal,
singles-bar version of MySpace, but Karim says it was a pioneer:
“Iwas incredibly impressed with HOTorNOT, because it was
the first time that someone had designed a website where any-
one could upload content that everyone else could view. That
was a new concept because up until that point, it was always the
people who owned the website who would provide the content.”

The idea of a video version of HOTorNOT lasted only a
couple of months. “It was too narrow;” says Chad. He notes that
another early idea was to help people share videos for online auc-
tions. But asthe site went live in the spring of 2005, the founders

e ——————
YOUTUBE BY THE NUMBERS

Users upload 65,000 new videos

to the site every day. A year ago,
they watched 10 million videos a
day; now they watch 100 million

takeout burritos in their trophy kitchen (Wolf
range, lovely). She asked that I not reveal the
names of the kids. Kathy and Chad have never be-
fore publicly discussed her father’s identity. Their

reluctanceis understandable: Jim Clark is one of
the valley’s most revered figures, and because he
runs a media-sharing website—Shutterfly, founded in 1999—it
would be tempting to think he was the real force behind the
video-sharing site his son-in-law was starting. But Chad says
Clark has had only a tiny role in YouTube, merely offering the
boys advice in 2005, when the start-up was seeking its initial
round of funding. “Basically I have never wanted to mix money
and family, so we haven’t talked much about it,” Chad told me.

Chad’s greatest stroke of luck at PayPal was meeting Steve
Chen and Jawed Karim, two PayPal engineers with whom he
would occasionally bat around ideas for start-ups. Karim, 27, en-
rolled at Stanford last year to pursue a master’s in computer sci-
ence, and today there’s some tension between him and the other
founders, who have become famous while he toils in a small, mod-
estly furnished dorm room. Although Karim isnamed on You-
Tube’s site as a co-founder, Chad and Steve have promoted a highly
simplified history of the company’s founding that largely excludes
him. In the stripped-down version—repeated in dozens of news
accounts—Chad and Steve got the idea in the winter of 2005, after
they had trouble sharing videos online that had been shotat a din-
ner party at Steve’s San Francisco apartment. Karim says the din-
ner party never happened and that the seed idea of video sharing
was his—although he is quick to say its realization in YouTube re-
quired “the equal efforts of all three of us”

Chad and Steve both say that the party did occur but that
Karim wasn’t there. “Chad and [ are pretty modest, and Jawed
has tried to seize every opportunity to take credit,” Steve told me.

realized that people were posting whatever videos they wanted.
Many kids were linking to YouTube from their MySpace pages,
and YouTube’s growth piggybacked on MySpace’s. (MySpace re-
mains YouTube’s largest single source of U.S. traffic, according to
Hitwise.) “In the end, we just sat back,” says Chad—and the free-
for-all began. Within months—even before Lazy Sunday—in-
vestors such as Time Warner and Sequoia Capital, a Menlo Park
investment firm, began to approach YouTube about buying in.
Big advertisers started paying attention in October 2005, whena
cool Nike ad-that-doesn’t-look-like-an-ad of the Brazilian soccer
player Ronaldinho went viral in abig way on YouTube. Sequoia—
which has helped finance Apple, Google and other valley greats—
ended up providing about $8.5 million in 2005—just in time for
Steve to avoid having to increase his credit-card limit yet again to
pay for various tech expenses.

STEVE SHIH CHEN has always been something of a risk taker.
He left the University of Illinois at Urbana-Champaign a semes-
ter and a half early to work for PayPal. His family was wary: “We
told him it was risky; he just had a few months left” in college,
says his brother Ricky, 26. “But he was determined to give ita
shot” Steve was drawn to PayPal partly because several U, of I.
alums worked there, including PayPal co-founder Max Levchin,
who in turn was eager to hire Steve because of his educational
background. Steve had attended not only U. of I.—which has a
well-respected computer-science program—but also the Illinois
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The truthis,

we were
trying to come up
with a lucrative
product.”
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Mathematics and Science Academy (IMsA), a state-funded
boarding school. “1msa plus U. of I. is generally a very winning
formula,” says Levchin, who says the combination produces
“hard-core smart, hardworking, nonspoiled” young engineers
who are perfect for start-ups. “The kind of people that iMsa at-
tracts are the kind of people very prone to choose their own .
path,”he says. They also grow up quickly, since iMsa feels more
like a college than a high school. It’s coed and highly competitive,
the schoolwork is college level, and kids spend every possible
second on the Internet.

Which isn't to say Steve is a geek—at least not an irretrievable
geek. Chad gets more attention for his laid-back coollook, but
Steve is actually more fun to hang out with, particularly since he
started drinking a year and a halfago (right around the time You-
Tube was founded; he jokingly wonders if there’s a connection).
Steve seems to wear the responsibilities of the company more
lightly than Chad, and he has absorbed less of the heavy p.r. coach-
ing. Steve, for instance, is willing to speculate about what his
wealth might mean for him: “It’s funny, you know, Chad and I will
probably, are definitely at YouTube for the next five years. But you
do start wondering, What’s next? Now that you have some cash,
and it’s like, Well, if I could live in any city, where would I live?”

And? :

“New York, in spite of the weather, is a cool place” For now,
Steve lives in the San Francisco apartment he bought a bit rashly in
2005, when he had just left PayPal and YouTube was in its infancy.

Steve was born in Taipei and has his own interesting relation-
ship with luck. When he was a little kid, maybe 6, his mother took
hirn to see a fortune teller who told him he would never be rich.

“And that’s kind of stayed with me
ever since,” he told me. The experi-
ence left him with a sense of dread
that he takes half-seriously. “We
haven’t actually seen any of the money
[from the Google deall yet,” he says
withalaugh, “and I keep thinking
there will be some legal complication,
or it will fall through somehow.”

But things always seem to work
out for Steve, who carries an aura of
mischief with him like a cloud of ciga-
rette smoke. He drinks cappuccino
well into the night and doesn’t get to
work until noon approaches. Levchin
says that when Steve was an engineer
at PayPal, he quickly established him-
self as the guy who could find the
“shortest, cleverest path instead of
hammering your head against the wall
...He’'dbelike, “Yeah, I can get this
feature done fast’ And the QA [quality
assurance] team would be like, “Oh,
man, Chen wrote this. Great. 'm go-
ing to be QAing this fora while. Be-
cause he would definitely take short
cuts. But most people wouldn’t really
notice, and the product would be out
faster”

As YouTube developed, Chad and
Steve’s complementary skills began to
mesh. After Chad left PayPal in 2003, it
seemed possible he would do some-
thing more artistic thanbe a CEO; he
designed messenger bags, and hedid a
bit of work on a film Levchin helped
fund, Thank You for Smoking. “He is
sort of an anomaly,” says Donahue, his
former roommate and the founder of
HourTown.com. “Because if you look
at the successful start-up stories, the formulaic founders’ team is
usually an engineer and a business person, or two engineers. It’s
rarely a designer or a truly creative person.” But YouTube’s success
owes partly to its retro name, simple logo and alternative feel, all of
which Chad contributed while Steve was making sure the videos
played quickly and easily.

A mentor had also arrived with the Sequoia financing: Pierre
Lamond, 76. In terms of Silicon Vzalley stature, Lamond ap-
proaches Chad’s father-in-law Jim Clark. A founder of National
Semiconductor, Lamond started at Sequoia in 1981. He monitors
his investments closely, and he enjoyed receiving daily e-mails
from Chad and Steve (many sent late at night) on various site met-
rics. He was pleasantly surprised to discover that Chad and Steve
were great listeners—a rare quality in the genius culture of the
valley—and that they spent money very carefully. Whenever site
growthwould plateau, Lamond would call them and say, “ “What
happened? And they would tell me, ‘We're running out of storage
capacity’” Lamond sometimes had to push them to buy more.

Early on, Chad and Steve made a crucial good decision: de-
spite pressure from advertisers, they would not force users to sit

Kariim, 27, isvow a
student a1 Stanford.
He was friends with
Lhad and Steve at
PayPal, but teday his
relaticnship with the
other co-toundars is
somewhat strained

‘through ads before videos played. Pre-roll ads would have
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helped their bottom line in the struggling months, but the site
would never have gained its mythological community-driven
status. It would have seemed simply like another Big Media site.
The question is, How do they preserve the site’s underground
image now that YouTube is merely a bijou in the Google empire?
Asithappens, Google executives are powerfully aware of this
problem, and they are sending outward signals that YouTube will
remain independent. Google recently sent a team of facilities
people to the YouTube office outside San Francisco to ask how
the YouTubers want the place decorated (YouTube moved to the

I hear it's expensive to maintain the
plants at Google.”—cha« Hurley, YouTube CEQ
}.

1

old Gap offices in San Bruno before the ac-
quisition, and they haven’t had time to fixup
the space). “The direction we were given,”
Google’s facilities manager, Ninette Wong,
told Chad in a meeting, “was to really get in-
formation from you, Chad—you, the man!—
and to understand how to integrate the You-
Tube brand into the work space ... [t’s really
tokind of keep Google separate from YouTube.” With the old
start-up frugality still in mind, Chad said that his codersdon’t
need more space towork—“They don’t complain”™—and that
greenery is a low priority because “I hear it’s expensive to main-
tain the plantsat Google.”

Google will appreciate his thrifty approach, but it’s unlikely
that the company knows the extent of YouTube’s current inde-
pendence. In arecent YouTube management meeting I sat in on,

Gideon Yu, late of Yahoo! and now cFo at YouTube, told Chad and

Steve, “The finance team [at Google) has been pushing me really
hard on budgeting, your favorite topic. So what I'm telling them
and what I'm telling us are”—he paused—“different”

This guitar—signed
by members of the
four bands that won a
YouTube contest last
month—sits in a
break room at
YouTube’s San
Brung, Calif,, office

A nervous laugh shot through the room, but Yu pressed on:
“What I'm telling them is that there’s no way we're going to get
them any budgetary numbers—that it’s just impossible because

we have noidea what the integration looks like, blah, blah, blah.
And they’re buyingit, alittle bit. But [ still think that the “us’

team, here, should put together some kind of rudimentary kind
of plan... evenif we don’t share that upward.”

To be sure, Google will get some control for its $1.65 billion.
YouTube’s managers must now report to Chad or Steve and a corre-
sponding Google exec. That prompted Suzie Reider, chief market-
ing officer, to ask the boys whether she now has two bosses.
Without skippinga beat, Steve replied, “You only have to lis-
tenhalfthe time”” Playful asalways, he added thathe didn’t
think he was going to use a Google-supplied BlackBerry
that would be fitted with Google’s mail and calendar system.

The biggest threat to YouTube remains potential
copyright lawsuits from content providers who could
claim that the site —like Napster before it—is enabling
thieves. In a recent report, Google acknowledged that
“adverse results in these lawsuits may include awards of
substantial monetary damages.” Mark Cuban, the bil-
lionaire co-founder of Broadcast.com, has said publicly
for months that the potential for legal trouble makes You-
Tube a bad investment. YouTube has responded by publi-
cizing agreements it has made with media companies
such as NBC Universal Television to legally show video
clips from, say, The Office. Still, YouTube says federal law
requires only that it remove videos when copyright hold-
ers complain—not to pre-emptively monitor the site for
infringements, which would destroy its spontaneity. If
kids can’t play sad pop songs in the background of their
video blogs, why would they blogatall?

In an e-mail, Cuban pointed out a contradiction in

license content. Which makes me curious. Why license if
all that content is viable under [federal law]? And when
does the licensing ever end—won’t everyone want [to
get] paid? Even the personal videos of cats?”

Eric Schmidt, Google’s CEO, told me his company had
hired an outside firm to help it analyze YouTube’s legal
risks. “And we concluded that Mark Cuban’s arguments
were false. We read them, by the way. We just think he’s
false. Copyright law, the safe-harbor provisions—it works,
aslongas we doa good job of takedown™quickly remov-
ing videos whenever copyright holdersask.

It'shard to imagine Chad and Steve sitting through
endless meetings on safe-harbor laws. They’re too young,
too creative and—in Steve’s case, at least—too peripatetic.
They usually demur on questions of what they will do next,
blandly stating their hopes to “improve the product,” as Chad puts
it. But Levchin, their former boss at PayPal, says, “The essential
crisisis coming. They better get ready. And the essential crisis for
an entrepreneur is, What is thisall about? Did I just make the most
money in my life ever? For what purpose? And ... am [ going to
start setting up my family office and manage my investments, or
am [ going to jump off another roof and hope there’s a parachute?”

Which is a very old question indeed, one all newly wealthy
people face when the market rewards them. Chad and Steve
don’t yet have an answer. They may have built a website that
changed the online world in 2006, but they are still learning
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YouTube’s position: “They are spending a ton of money to

when to leave the party. |
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ill donext, 0st of my neighbors are employed—this time, at thriving Web
“had puts 0 start-ups. Rush-hour traffic is getting worse, and you need a
sential nner reservation everywhere but the In-N-Out Burger (and
crisis for re the lines are pretty long). The Bay Area is a relentlessly
e the most ptimistic place, but even in this climate, it feels like spring-
ingto me for business once mare. And that naturally prompts the
ents, or hnorati out here to ask, Are we entering another bubble?
rachute?” " The way I see it, the answer is a resounding “no, but ...”
wealthy e Web is taking off again, but not in the same way. Here are
Steve ve things that make this boom different from the last:
zthat
-ning PAIN. Most of us probably wor't get hurt this time. Then again,

tof us won't get rich either. The dotcom run-up was a public
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bubble, funded by Wall Street, and this is a private one,
financed by venture capital. Today’s venture-capital
investments, especially in Web 2.0 companies, tend to be
nanopotatoes compared with their mega dotcom-era
investments. That’s partly what made the dotcom bubble so
wrenching. Through initial public offerings, it fleeced a
credulous public, whose maney propped up companies
that should never have been in business. Remember when
day trading, not baseball, was the great American pastime?
I doubt most of you can name three 1pos from the past five
vears. That’s because the most common business model
now is “build to flip™—start a small cornpany and quickly
sell it to the highest bidder. Ideally, the buyer is Google,
Microsoft, Yahoo! or AOL, the sugar daddies of Web 2.0.

2. PROFIT. Start-ups want to be profitable, fast. Too many
first-generation dotcoms thought they were Amazon’s Jeff
Bezos (TIME’s 1999 Person of the Year), who, in the early
days, famously used to deflect questions about profitability.
(It took eight years after the website was launched to turn
a profit.) But he had a real business plan, unlike too many
1po-fueled dotcom-era companies, which too often had
neither users nor a path to profitability. Nowadays Web 2.0
companies want to be profitable—or at least show that they
have buge numbers of users—asap. Why? Because other-
wise none of the sugar daddies will buy them.

3. BILL GATES. Who's he? This time it’s mostly about
Google. Some pundits go even further and assert that the
whole Web 2.0 phenomenon is entirely dependent on
Google. Dave Winer, who helped popularize blogging, pod-
casting and Rss, argues (on his blog) that most successful
Web 2.0 start-ups are little more than “after markets” for
Google, meaning that without Google, there would be less
opportunity to sell their content. These new companies
thrive, he writes, by “acting as sales reps for Google ads.”

4, FOOD. This time there’s no such thing as a free lunch.
“I'll know it’s a bubble when I can eat for free,” says my pal
Om Malik. Malik’s a blogger and BusINEss 2.0 columnist
who has been covering Web 2.0 since its inception. Back
then, he said, he could go three months without buying dinner—
San Francisco was one big movable feast, with a buffet of dotcom
parties every night. Now he gets just two or three invites a week.

5. BURN RATE. Web 2.0 companies don't live large; they live
small. Under the old model, start-ups took a ton of 1Po money;,
then quickly burned through it by hiring too many people and
supplying them with Foosball tables. Web 2.0 start-ups are
monastic by comparison—and the smartest of them get you, the
user, to do all the work. Malik’s commercial venture, a tech blog
called GigaOm, has only four paid employees and no office. Malik
works out of his one-bedroom apartment. When he needs to see
his customers, he meets them at the nearest Starbucks.

Last time, everyone knew we were living in a bubble, but few
got out before it was too late. This time, writes Winer, it will be
easy to tell when to head for the exits: “Google stock will crash.
That’s how we'll know” Which, according to the four-year rule,

should happen any day now. [

Quittner, a former TIME editor; is the editor of BUSINESS 2.0




Y SO-CALLED
ECOND LIFE

' By Joel Stein

o

THOUGHT I’D WANT TO HAVE LOTS OF SEX.
Meaningless, multipartnered, degrading
sex. After all, if Second Life is a virtual
community in which you can look how-
ever you want, do whatever you want and
use the fake name you want, then I could
make all my fantasies come true. And as
I quickly learned, having sex is exactly what
many of the people on the site spend their time
doing. Occasionally, it seemed, with characters
that look like giant fluffy squirrels—which is
wonderful, because there is nothing like the
warm flush of superiority you feel when
discovering a fetish you don't have.

It is not entirely surprising that Second Life
is a booming enterprise. There were more than
800,000 people in the past 60 days who spent
time chatting in cartoon locations that were built
not by the company but by enterprising users.

B 4 ) S l-! 2 WL e < a3 i e et = 7 & S -~ it L £ 3
I'm confused at the Welcome As in real life, you have to wait She led, | followed. Cristal showed At the hot tub, I found
Area. Cristal Beese offers help while your date changes outfits me how to dance salsa a lot of buttons to take
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' out you have to hit
. your tuxedo off

The growth of Second Life is
particularly impressive consider-
ing that the program takes forever
to download, requires a computer
with a graphics card for gaming,
sucks up hours just to design your
character and—this is the genius
part—has created the perfect
capitalist system in which you pay
for fake stuff (clothing, housing,
hookers) with real money. People
make thousands of U.S. dollars
selling designs for cars or flipping
virtual property. Many companies,
seeing an opportunity for market-
ing and sales, have created virtual
branches on Second Life: Ameri-
can Apparel has a clothing store,
Adidas hawks shoes, Starwood
previewed a new line of hotels,
Reuters has an embedded
journalist, Jay-Z played a concert
and the Sundance Channel is
setting up a virtual screening
room, Apparently, people want to
cram their second lives full of the
same stuff they have in their first.

But Second Life is different
enough (flying! teleporting! clon-
ing}!) that it functions as a thera-
pist’s couch on which you learn
about yourself by safely exploring
your darkest desires. Mine, I was
shocked to find, do not involve sex.
In fact, in my ultimate fantasy life, I
do not have a penis. And since gen-
italia do not come without charge
in Second Life, I could free myself
from the gnawing distraction of a
sex drive. Which meant that for the
first time, I would be able to focus
all my energy on a quest for power.
I planned to put the Reuters guy
out of business, own some kind of
island where drone armies did my

however, to make out

% -
It doesn’t take many buttons,

bidding and force people to follow
laws based on my insane whims.
Unfortunately, the other thing [
learned about myself on Second
Life, after spending half an hour
learning how to walk, was that I'm
too lazy to do any of those things.
Or even draw my hair and eye-
brows right.

After practicing walking at the
Welcome Area until I could
at least stumble at the level of a
Malibu Mel Gibson, I was ap-
proached by Cristal Beese, who
often looks for new people to
help. Cristal clearly needed to
upgrade her idea of a fantasy life.

After giving me a tuxedo,
Cristal changed into a gown and a
blond updo and teleported us to a
ballroom, where we clicked on a
button to dance salsa. All these
graphics were impressive, but
they really serve—like the stuff at
any decent bar—as an excuse to
talk about something. Once we
typed to each other about how
cool the dancing was, I learned a
lot about Cristal’s real life: her
husband, her Peruvian back-
ground, her recent move to
Holland. She called me “hun”

a lot and LoL-ed at all my jokes.
She seemed so smart and interest-
ing, I felt pretty sure she was a
25-year-old guy living in his
parents’ basement.

We also talked about sex a lot.
Having sex in Second Life just
requires selecting a series of
buttons, but it’s the instant
messaging where the action is.
This can get so serious that some
people have virtual boyfriends
they reserve their virtual sex for—

At the Welcome Area we teleported to,
Cristal shows me a Christmas wonderland

which seems tender until you
realize they are doing this in virtual
sex clubs. And on the computer.

While we were walking
around the ballroom, I learned
that Second Life is aggressively
heterosexual. Male avatars would
not talk to me for more than a
sentence or two. In fact, when I
tried to talk to a dude who looked
just like the Predator, he wouldn’t
even say hello. This may be
because I opened with “Dude,
congratulations. You're the biggest
dork in Second Life”

I spent the next 4% hours with
Cristal as she took me to a water-
fall, a snowy Christmas scene, a
shipwreck and a sex club. At some
point, she offered me a free penis.
Much as I didn’t want to take it,
it’s damned hard to tell even a
fake woman that you don’t want
the free penis she’s giving you. So
I thanked her. And I realized how
incredibly nice she was and how—
even in Second Life, where any-
thing is possible—I wasn’t really
any different than I ever am.

Four days later, I went back
to Second Life and found Cristal.
After embarrassingly having to
remind her who I was, she gave
me her real name, Marita, and her
Web address. It turns out, Marita
is not only a woman but an awful-
ly pretty one, who seemed to have
a full life, just as she did on Sec-
ond Life. It would have been a lot
more exciting to know before we
fake made out. But, I asked my-
self, would that have ruined the
purity of our bodiless relationship?
And also, should I have dropped
$5 for a really sweet penis? B
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iiarita, 33, is

& hotlie (married)

who speaks

three ianguages,

toves dogs and
tives in Holland,
Her zvatay,
orisial Begss,
fnr’t aff that
cifferent

Cristal’s friend, Mart, starts getting
jealous. Mart seemed like a total loser
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ENOUGH ABOUT YOU

democratic, but at what cost to our
democracy? By Brian Williams

HILE THE MAINSTREAM MEDIA
were having lunch, members of
the audience made other plans.
They scattered and are still on the
move, part of a massive migration.
The dynamic driving it? It’s all
about you. Me. And all the various
forms of the First Person Singular.

Americans have decided the most important person in their
lives is ... them, and our culture is now built upon that idea. It’s
the User-Generated Generation.

For those times when the 900 digital options awaiting us in
our set-top cable box can seem limiting and claustrophebic,
there’s the Web. Once inside, the doors swing open to a treasure
trove of video: adults juggling kittens, ill-fated dance moves at
wedding receptions, political rants delivered to camera with
venom and volume. All of it exists to fill a perceived need. Media

executives—some still not sure what it is—know only that they
want it. And they’re willing to pay for it.

The larger dynamic at work is the celebration of self. The
implied message is that if it has to do with you, or your life, it’s
important enough to tell someone. Publish it, record it ... but for
goodness” sake, share it—get it out there so that others can enjoy
it. Or not. The assumption is that an audience of strangers will be
somehow interested, or at the very worst not offended.

Intimacies that were once whispered into the phone are
now announced unabashedly into cell phones as loud running
conversations in public places. Diaries once sealed under lock
and key are now called blogs and posted daily for all those who
care to make the emotional investment.

We've raised a generation of Americans on a mantra of love
and the importance of self as taught by brightly colored author-
ity figures with names like Barney and Elmo. On the theory
that celebrating only the winners means excluding those who
place, show or simply show up, parents-turned-coaches started
awarding trophies—entire bedrooms full—to all those who com-
pete. Today everyone gets celebrated, in part to put an end to the
common cruelties of life that so many of us grew up with.

Now the obligatory confession: in an irony of life that I've not
yet fully reconciled myself to, I write a daily blog full of intimate
details about one of the oldest broadcasts on television. While the
media landscape of my youth, with its three television networks,
now seems like forced national viewing by comparison, and while
I anchor a broadcast that is routinely viewed by an audience of
10 million or more, it’s nothing like it used to be. We work every
bit as hard as our television-news forebears did at gathering, writ-
ing and presenting the day’s news but to a smaller audience, from
which many have been lured away by a dazzling array of choices
and the chance to make their own news.

It is now possible—even common—to go about your day in
America and consume only what you wish to see and hear. There
are television networks that already agree with your views, iPods
that play only music you already know you like, Internet pro-
grams ready to filter out all but the news you want to hear.

The problem is that there’s a lot of information out there
that citizens in an informed democracy need to know in our
complicated world with U.S. troops on the ground along two
major fronts. Millions of Americans have come to regard the
act of reading a daily newspaper—on paper—as something
akin to being dragged by their parents to Colonial Williams-
burg. It’s a tactile visit to another time ... flat, one-dimensional,
unexciting, emitting a slight whiff of decay. It doesn’t refresh.

It offers no choice. Hell, it doesn’t even move. Worse yet:
nowhere does it greet us by name. It’s for everyone.

Does it endanger what passes for the national conversation
if we're all talking at once? What if “talking” means typing on a
laptop, but the audience is too distracted to pay attention? The
whole notion of “media” is now much more democratic, but
what will the effect be on democracy?

The danger just might be that we miss the next great book
or the next great idea, or that we fail to meet the next great
challenge ... because we are too busy celebrating ourselves and
listening to the same tune we already know by heart. o

Williams is anchor and managing editor of NBc Nightly News
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ILLUSTRATION FOR TIME BY ARTHUR E. GIRON

IT’S ALL ABOUT US

Amateurs are filling the vacuum
created by everything the old media
chose to ignore By Steven Johnson

F WEB 1.0 WAS ORGANIZED AROUND PAGES, WEB 2.0
is organized around people. And not just those
special people who appear on TV screens and in
Op-Ed columns. Web 2.0 is made up of ordinary
people: hobbyists, diarists, armchair pundits,
people adding their voice to the Web's great evolv-
ing conversation for the sheer love of it.

Amateurs, in other words. And to a certain extent, how you
feel about the broader cultural implications of the Web re-
volves around the response this permanent amateur hour trig-
gers in you. For some, it has power-to-the-people authenticity.
For others, it signals the end of quality and professionalism, as
though the history of electronic media turned out to be one
long battle between Edward R. Murrow and America’s Fun-
niest Home Videos, and Home Videos won.

I happen to be a great believer in this wave, but there’s no
avoiding the reality that the shift from pro to am comes at some
cost. There is undeniably a vast increase in the sheer quantity
and accessibility of pure crap, even when measured against the
dregs of the newsstand and the cable spectrum. That decreased
signal-to-noise ratio means that filters—search tools, recora-
mendation engines, rss feeds—become increasingly important
to us as a society, and so it’s crucial that we have a public
discussion about who designs those tools and what values are
encoded in them.

If you read through the arguments and Op-Eds over the
past few years about the impact of Web amateurism, you'll find
that the debate keeps cycling back to two refrains: the impact
of blogging on traditional journalism and the impact of

Wikipedia on traditional scholarship. Tn both cases, a
trained, institutionally accredited élite has been
challenged by what the blogger Glenn Reynolds called
an “army of Davids,” with much triumphalism, derision
and defensiveness on both sides.

This is a perfectly legitimate debate to have, since
bloggers and Wikipedians are likely to do some things
better than their professional equivalents and some
things much worse, and we may as well figure out which
is which. The problem with spending so much time
hashing out these issues is that it overstates the impor-
tance of amateur journalism and encyclopedia authoring
in the vast marketplace of ideas that the Web has opened
up. The fact is that most user-created content on the
Web is not challenging the authority of a traditional ex-
pert. It's working in a zone where there are no experts or
where the users themselves are the experts.

The most obvious example of this is in the prominence
of diary-style pages like those on LiveJournal or MySpace.
These people aren’t challenging David Brooks or George
Will; they’re just writing about their lives and the lives of
their friends. The overwhelming majority of photogra-
phers at Flickr harbor no dream of becoming the next
Annie Leibovitz. They just want to share with their ex-
tended family the pics they snapped over the holidays.

A few months ago, I helped launch a new service
called outside.in that filters and organizes conversations
happening online about neighborhoods around the coun-
try. Qutside.in is a classic Web 2.0 company. We couldn’t
have built it 10 years ago because we are drawing upon
the expertise of thousands of amateurs—the “place-
bloggers” who have emerged in the past few years to
write about their neighborhoods and the issues that are
most important to the people living in them. They’re writ-
ing about the mugging last week, the playground that’s
opening up next week, the overpriced house that finally
went off the market, the impact of No Child Left Behind
on the local public school. There are thousands of these
conversations going on every day on the Web—virtual dis-

cussions that are grounded in real places. We've tried to make it
easier to find those conversations and add your voice to the mix.
But without that extraordinary wave of placeblogging, we'd have
nothing to work with. It would be like trying to launch Google
back when there were still only a few hundred websites.

What’s so interesting about those local conversations is that
they involve experiences that the experts in traditional media
have largely ignored—for good reason. Those experts realize
that they can’t compete with the real experts: the people who
live in these communities and know all the issues—small and
large—that shape their daily lives.

There’s some irony in that lack of media coverage be-
cause the zone of experience that people care the most
passionately about—beyond the intimate zone of family life—
is the zone of their local community. Every successful neigh-
borhood has always had its mavens and connectors, the true
experts of the sidewalk, the playground and the backyard
barbecue. But that local knowledge has been limited histori-
cally to the personal contact of word-of-mouth. Now, on the
Web, it has a megaphone. "

Johnson is the author, most recently, of The Ghost Map
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